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‘Productive Forces as Sole Criterion’ Disputed 
94CM0077A Beijing ZHENLI DE ZHUIQIU [PURSUIT 
OF TRUTH] in Chinese No 11, 11 Nov 93 pp 9-15 


[Article by Zhang Qinde (1728 0530 1795): “Standards for 
Distinguishing Between Social Systems”’] 


[Text] 


Standards for distinguishing between the two social sys- 
tems of socialism and capitalism exist objectively. More- 
over, it is imperative that they be clarified. Classical 
Marxist writers noted long ago that one can distinguish 
socialism from capitalism by looking at the ownership and 
distribution systems of the means of production and the 
class that holds political power, among other things. Com- 
rade Deng Xiaoping also declared in no uncertain terms in 
Shenzhen that because “public ownership plays the dom- 
inant role” and “political power resides in our hands,” 
Shenzhen is “surnamed” socialist and not capitalist. He 
also said that socialism with Chinese characteristics 
requires the successful construction of both civilizations. 
“If we do not adhere to these four cardinal principles, our 
effort to rectify the ultra-left would end up rectifying 
Mar)ism-Leninism and socialism.” (“Abstracts of Deng 
Xiaoping’s Expositions on Building Socialism With Chi- 
nese Characteristics,” p 206) Hence this standard for 
evaluating a social system: Does it abide by, or reject, the 
four cardinal principles? 


The characteristic of a thing is a manifestation of its unique 
nature that distinguishes it from other things. For this 
reason, it is a standard that can be used to differentiate 
among things. As Comrade Mao Zedong said, only by paying 
attention to the “special characteristics” of things “can we 
distinguish among them.” (Selected Works of Mao Zedong, 
Volume |, p 308) The characteristics of socialism were 
summarized at both the 12th and the 13th CPC national 
congresses. In his report to the 14th CPC National Congress, 
Comrade Jiang Zemin also described the special attributes of 
socialism with Chinese characteristics, pinpointing the basic 
differences between socialism and capitalism. 


Even capitalist nations agree with the notion of distin- 
guishing one social system from the next based on the 
ownership system, regime, and spiritual civilization. When 
the West refers to China as a socialist nation, isn’t it using 
these very standards? Even when it comes to reform, 
Westerners never fail to apply the same standards. In an 
article dated 5 June 1991, Zbigniew Brzezinski of the 
United States wrote, “The West has put forward legitimate 
preconditions for the four-fold transformation of Russia,” 
namely “‘privatization, democratization, self- 
determination, and non-militarization,” and went on to 
say that “the privatization issue is of special importance.” 
All this clearly suggests a way of distinguishing between 
two approaches toward reform. 


Furthermore, Hong Kong will continue its capitalist 
system in accordance with the principle of “one nation, 
two systems” after it is returned to the mainland in 1997. 
Comrade Deng Xiaoping said, “Allowing capitalism to 
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exist on a small scale is more advantageous to the devel- 
opment of socialism.” (Building Socialism with Chinese 
Characteristics, Revised and Enlarged Edition, p 93) To 
call the system socialism just because the existence of 
capitalism helps develop local productive forces would be 
to fly in the face of objective facts. 


Take the former Soviet Union and Eastern Europe, for 
example. In the wake of earthshaking change, we can 
conclude that peaceful evolution has occurred there, 
socialism has been trampled upon, aad the social system 
has changed by virtue of the fact that public ownership has 
come to an end, the proletarian dictatorship has been 
overthrown, and Marxism has lost its leading role. No 
doubt this shows that we can use objectively existent 
standards based on the ownership system, regime, and 
spiritual civilization to distinguish between the two social 
sysiems of socialism and capitalism. 


The ownership system, regime, and spiritual civilization 
can serve as standards for distinguishing socialism from 
capitalism because they embody the essential characteris- 
tics of a social system or, should we say, what is inherent in 
a social system. We would violate the principle of seeking 
truth from facts, without doing anything to help distin- 
guish socialism from capitalism correctly, if we deny the 
objective existence of these standards and consider pro- 
ductive forces the sole criterion for distinguishing one 
social system from the next. 


Does the use of ownership system, regime, and spiritual 
civilization as standards for distinguishing between 
socialism and capitalism amount to a repudiation of the 
productive forces criterion? No. On the contrary, the pro- 
ductive forces criterion 1s precisely the base and prerequi- 
site. In other words, the use of ownership system, regime, 
and spiritual civilization is exactly what the productive 
forces standard determines and demands. Liberating and 
developing productive forces is the fundamental mission of 
socialism. It is precisely because socialism promotes the 
development of productive forces, contributes to national 
strengthening, and helps raise the people’s living standards 
that we practice socialism and that socialism ts an unavoid- 
able stage in the development of human seciety. To put it 
differently, things that do not contribute to the development 
of productive forces overall, fundamentally, and 1n the jong 
haul must absolutely not be regarded as something we 
should adhere to, let alone some correct standard. This is 
because the people’s fundamental interests are consistent 
with the law of social historical development. To violate the 
law is to infringe upon the people’s fundamental interests. 
The goal of socialism is to overtake capitalism in productive 
forces and labor productivity. 


This was the very reason why Marx neither made produc- 
tive forces the sole standard for distinguishing socialism 
from capitalism nor considered it the only cntenon for 
deciding whether a social system 1s good or bad. Instead, 
he always judged a social system from the high plane of the 
overall condition of human existence and the general trend 








tw 


of social development. Only by doing so did he see clearly 
the essence of capitalism: Its failure to consciously apply 
huge productive forces to the gradual perfection of man 
himself. In the capitalist civilization, the conflict between 
individual self-realization and general social well-being, 
between the appreciation of the material world and the 
depreciation of the human world has reached a very 
serious point. Comrade Mao Zedong said in “Two 
Speeches On Mutual Aid and Cooperation tn Agriculture,” 
“The capitalist road too will lead to increased output, but 
it will take a long time and the road is a painful one.” In 
other words, to distinguish the socialist road from the 
capitalist road, it is not sufficient just to see whether there 
iS an increase in Output. We must also find out whether it 
contributes to public well-being or causes it suffering. 
Comrade Deng Xiaoping said, “If our policy leads to 
bi-polanzation, then we would have failed.” (Building 
Socialism With Chinese Characteristics, Revised and 
Enlarged Edition, p 99) This shows us that a policy leading 
to bi-polarization cannot be called socialist even if it helps 
enhance productive forces in a given period of time. 


There are some people in China’s academic and theoretical 
circles who believe that the ownership system, regime, and 
spiritual civilization cannot be considered the criteria for 
distinguishing socialism from capitalism, instead making 
productive forces the sole criterion. They say, ““Can it propel 
the development of productive forces? That should be the 
sole criterion for juclging a social system.” ““Don’‘t regard as 
capitalist things that help the development of productive 
forces under socialism.” They refer to people who “rigidly 
proceed from obsolete concepts and consider relations of 
production the attribute of socialism.” They say, “We do not 
judge whether something is socialist or capitalist by exam- 
ining the social nature of its internal relations.” “Provided 
something helps liberate productive forces, it must be social- 
ist.” “What ts socialism? As far as people in the enterprises 
are concerned, to make money is to uphold socialism, while 
losing money is anti-socialist.”” A number of participants in 
the debate have sought to verify their arguments from a 
variety of perspectives. Some of the more important argu- 
ments are presented here for discussion. 


Some people contend that since productive forces determine 
relations of production, and since relations of production 
must suit the level of productive forces, then we should use 
productive forces as the sole criterion for judging the rela- 
tions of production, instead of using the ownership system, 
the regime, or the spiritual civilization as the standards for 
distinguishing socialism from capitalism. 


Indeed, productive forces determine relations of produc- 
tion, but they do not determine relations of production in 
the same way that dlowing a 5-cm soap bubble guarantees 
that you can see a shadow of an identical size almost at the 
same time. That is to say, productive forces determine the 
kind of relations of production that must prevail and the 
kind of relations of production that cannot prevail during a 
particular period in the long course of historical develop- 
ment. As to the actua! relations of production and actual 


social system to be created during any given phase in the 
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period, that would be the result of an ‘f factors. To 
suggest that the economic factor is t! isive factor, 
is in Marx’s words, “to turn the to; empty talk, 
abstract, absurd, and completely devu.. of substance.” 


(Selected Works of Marx and Engels, Volume 4, p 477) 


This shows that it 1s erroneous and dangerous to exag- 
gerate wildly the decisive importance of productive forces 
one-sidedly and to the exclusion of anything else, to argue 
that we can deny the role of the ownership system, regime, 
and spiritual civilization in distinguishing socialism from 
capitalism on the strength of the determinism of produc- 
tive forces, and to dismiss the danger of China ever going 
down the capitalist road, again because of the determinism 
of productive forces, thus making it unnecessary for us to 
ask if we are practicing socialism or capitalism. 


We must see that there are many reasons behind the 
development of productive forces, although they are not of 
equal importance. Some nations, for instance, still follow 
feudalism and even a chieftain system today but have 
nevertheless achieved a fast rate of economic growth 
thanks to their abundant petroleum resources. Then there 
are a number of capitalist nations which are located 
geographically right next door to socialist nations. They 
too have made rapid economic progress because of the 
extra support offered by the West out of strategic consid- 
erations. These and other examples show that productive 
forces must not be regarded as the sole or direct standard 
and used arbitrarily. 


Others argue that since the fundamental goal and mission 
of socialism is to develop productive forces, the reformer 
should do whatever that will help the development of 
productive forces. If we emphasize the ownership system, 
regime, and spiritual civilization as the standard for dis- 
tinguishing socialism from capitalism and talk endlessly 
about what ts capitalist and what ts socialist, they ask, who 
then would dare carry out reform? 


Certain reforms, such as the household responsibility 
system of linking remuneration to output indeed caused 
some controversy at the beginning. At the time the CPC 
Central Committee rightly took these measures by pro- 
ceeding from reality in order to correct the past mistake of 
setting up communes “large in size and collective in 
nature” and mobilize the initiative of vast numbers of 
peasants. But the CPC Central Committee did not go in for 
land privatization. Nor did it encourage the exploitation of 
workers. The responsibility system of linking remunera- 
tion to output remains a way of practicing socialism. So 
reform can go forward by and large. 


It is true that the basic mission of socialism is to develop 
productive forces, but it is not the only mission. By 
assuming that it is the only mission, we may fall into the trap 
set by Western reactionary forces and their agents. The 
focus of the debate right now is the issue of ownership 
system. In other words, the most hotly debated question ts 
this: Should the state economy be maintained? There ts an 
article titled “It Is Dangerous To Write Prescriptions Arbi- 
trarily: Sidelights on the ‘A Decade of Reform’ Seminar in 
Being.” It reads in part, “There is a tendency among some 








JPRS-CAR-93-090 
22 December 1993 


delegates to look for more radical solutions. One is whole- 
sale privatization. (Out of political considerations, of 
course, the speakers refrained from calling for privatization, 
instead disguising it and promoting it indirectly.) Yet others 
claim that since the ownership system is just a means of 
developing productive forces and since the state economy 1s 
inferior to the collective economy, the collective economy is 
inferior to the private economy, and the private economy is 
inferior to foreign capital, then we must use productive 
forces as the sole standard and not emphasize the ownership 
system, politics, or what have you, as standards or be 
concerned about whether something is ’’surnamed™ capi- 
talist or socialist. Clearly these arguments in essence amount 
to a call for the abolition of the state economy and collective 
economy and full-fledged privatization, a conclusion that 
flows inevitably from the thesis that productive forces are 
the only standard for judging a social system. These people 
simply have not bothered to find out why a substantial 
portion (not all) of the state enterprises mentioned above 
are not doing well financially and why private enterprises 
and enterprises funded by the three kinds of foreign capital 
are highly profitable. 


If we argue that the ownership system is just a means and a 
means can be changed, then we can conclude that any 
ownership system, including public ownership, and even the 
entire socialist system. can be changed. We know that of the 
four cardinal principles, the foremost is upholding 
socialism, written into the party charter and the constitution 
of the nation. So we can see that it is not to be doubted, 
repudiated, or altered. Herein lies the reason why, by 
rejecting this cardinal principle. we would be violating the 
law of history and deviating from the people’s fundamental 
interests, regressing historically. Not for a moment can we 
suggest that the ownership system, let alone the socialist 
system, is a means that can be altered at will. 


Can we claim that state ownership is inferior to private 
ownership and that only private ownership is dynamic and 
inherently vital enough to drive rapid economic growth? 
Probably not. We know that much more burdened as they 
are than private enterprises and foreign-funded enter- 
prises, many state enterprises are still doing very well and 
earning a handsome profit. Their profits remain the 
leading source of government revenue. In southern 
Jiangsu, where the public economy accounts for over 90 
percent of the local economy, the gross output value has 
been expanding 16.5 percent for the last dozen years or so. 
(Unlike elsewhere in the south, township and town enter- 
prises there follow the collective contract system.) Some 
local comrades say that if they enjoy just one-third of the 
preferential treatments available to special economic 
zones, southern Jiangsu would overtake the economically 
most rapidly growing areas. Or let us compare China with 
capitalist nations. For decades, China has either been 
practicing public ownership or giving it a dominant role. 
While China has made numerous policy errors in the past, 
its economic growth rate is several times that of the 
average of over 100 other nations in the world which have 
adopted capitalism. Face to face with these living tacts, 
how can we flatly assert that the public economy is lifeless 
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and militates against the development of productive forces 
and that it should be replaced by private ownership? 


IV 


Some participants in the debate say that since we are 
putting together a market economy, and since a market 
economy is neutral, being neither socialist nor capitalist, 
there is no longer any need to use public ownership, the 
regime, or the socialist spiritual civilization as standards in 
deciding whether something is capitalist or socialist in the 
course of building a socialist market economy, no longer 
any need to superimpose the word “socialist” on the term 
“market economy.” 


As a method of operating the economy, there is indeed a 
lot about the market economy that can be applied to 
socialist nations as well as capitalist nations. When the 
economy is underdeveloped and the market immature or 
out of balance, it is appropriate to stress the development 
of the market economy for a specified period of time. 
However, operating the market economy its different from 
operating a piece of machinery or equ'pment. Machinery 
and equipment can exist independently of relations of 
production. This is precisely why in practical terms there 
are in the world only capitalist market economies and the 
socialist market economy which China is creating. A 
market economy independent of both capitalism and 
socialism does not exist. 


Socialism denotes a system, a society. It exhibits or regu- 
lates a social attribute. When we say “socialist democ- 
racy,” we refer to a kind of democracy which is socialist in 
nature. Similarly, when we say, “socialist market econ- 
omy,” we refer to a market economy under the socialist 
system or a market economy with socialist attributes. 
(“Abstracts of Deng Xiaoping’s Expositions on the 
Building of Socialism with Chinese Characteristics,” p 95) 


The market economy operating system we want to establish 
must be socialist in nature. This is why. The basic system ts 
the precondition and basis for the creation and existence of 
institutions. The institutions are the concrete manifestation 
of the system during ary given period of time. The basic 
system determines the institutions. The establishment and 
reform the institutions must be subordinated to and serve 
the basic system. That is to say, in trying to put together a 
market economy, we must make sure it accords with and 
contributes to the development of socialism. 


The principal contradiction in China at the present stage is 
that between the rising material and cultural needs of the 
people and lagging social production. The nature of things 
is determined by the principal contradiction and the 
principal aspect of the contradiction. By acknowledging 
the principal contradiction, upholding the public owner- 
ship of capital goods, and making the satisfaction of the 
needs of the people the objective of production, we in 
effect determine that ours must be a socialist market 
economy. 


The direction of the operations of the socialist economy as 
well as its course are governed by basic socialist economic 
principles, or, as summed up by Stalin, the “means that 
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ensure the continuous expansion and improvement of 
socialist production on a high technical base in order to 
meet the constantly growing material and cultural needs of 
the entire society to the greatest extent possible.” (Selected 
Works of Stalin, Volume 2, p 569) Needless to say, this is 
aiso true for the law of value. This too shows that what we 
are trying to create 1s absolutely not a market economy 
where the law of value can work its will completely 
spontaneously, but a socialist market economy where basic 
socialist economic laws occupy a dominant place. 


Reform is the self-improvement and self-development of 
the socialist system. This determines that it must promote 
the development of productive forces and fuel all-round 
social progress by improving and developing the soctalist 
system. The establishment of a socialist market economy, 
therefore, absolutely must not go against the need to 
improve and develop the socialist system. 


Some participants in the debate say that if only we eliminate 
the disruption caused by the concern whether something 1s 
capitalist or socialist, if only we judge everything using the 
standard of productive forces and put the economy on a 
firm footing, then everything else would fall into place. 
“One positive can hide a hundred negatives.’ Comrade 
Deng Xiaoping has commented, “We have done very well in 
economic construction. The situation there is gratifying. 
This is our country’s success. But if the social climate 
continues to worsen, what good would economic success do? 
Social success may go sour, which in turn would undermine 
the entire economy. The result would be a world where 
corruption, thefts. and bribery run rampant.” (Building 
Socialism With Chinese Characteristics, Revised and 
Enlarged Edition, p 131) In other words, the one positive— 
economic success—would not be able to hide even one 
negative, namely. unhealthy social trends, not to mention 
one hundred negatives. Not only that, but that one negative 
would actually end up corrupting the one positive. 


Deng Xiaoping’s thesis 1s most profound and absolutely 
correct. Witness the worsening party style and proliferation 
of corrupt social) phenomena that accompany the rapid 
growth of the economy in recent years. Meanwhile, fraudu- 
lent business practices epitomized by the flood of fake 
shoddy products are also on the rise. The war on corruption 
is a grim test of the ability of our party to combat peaceful 
evolution, to govern, and to lead. Only by winning the war 
on corruption can we prevent the party's self-evolution and 
self destruction. One of the keys to winning this war ts to 
stop believing thai “one positive can hide a hundred nega- 
tives.” This notion is most deceiving and highly dangerous. 
It will be extremely hard to correct it, but we will suffer even 
more if we fail to understand it fully. 


On the surface, therefore, reform, openness, and economic 
development seem to benefit from a refusal to recognize 
that the ownership system, regime, and spiritual civiliza- 
tion can be used as standards in distinguishing socialism 
from capitalism and the assertion that productive forces 
should be used as the sole criterion. In fact, such beliefs are 
pernicious. That will become tncreasingly evident through 
constantly developing practice. When more and more 
people see the light, they will earnestly seek truth from 
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facts in their work and avoid deviating onto the wrong 
path. The entire enterprise of building socialism with 
Chinese characteristics we are engaged in now, including 
economic construction, adherence to the four cardinal 
principles, reform, and openness, will definitely move 
forward more rapidly and more successfully. 


CPC Journal on Mao’s Breakthroughs, Tragedies 
94CM0030A Beying XUEXI YU YANJIU [STUDY AND 
RESEARCH] in Chinese No 20, 15 Oct 93 pp 7-10 


[Article by Lu Zhichao: “On Mao’s Three Major Break- 
throughs and Three Major Tragedies”’} 


[Text] Mao’s Breakthroughs and Tragedies 


Viewed from many angles, at present we still carry out 
what comrade Mao Zedong had proposed but had not 
done, correcting what he had wrongly opposed, and doing 
well what he did not do well. From now on, we'll be 
engaged in this undertaking for a long time. Of course, we 
have developed and will continue to develop.—Deng 
Xiaoping (1980) 


Tine year of 1993 sees the 100th anniversary of Mao 
Zedong’s birth at a time when this great man of his time 
has departed for seventeen years. People are commemo- 
rating him. They have every reason and good grounds to 
commemorate and study Mao, not only on the 100th 
anniversary of his birth, but even for generations in the 
future, in that he occupied an indelible position in the 
history of contemporary China and the evolution of 
Marxism and Socialism. Having led the Chinese people in 
carrying out decades of arduous struggle, he finally ended 
the miserable fate that the Chinese people had been facing 
for more than a century, and changed the outlook of China 
and its position in the world. History records this as his 
first major contribution to the Chinese people. The estab- 
lishment of the People’s Republic, as a concrete represen- 
tation of this contribution, has become the foundation and 
Starting point of China’s later progress and development. 
His second major contribution lies in leading the Chinese 
people to embark on the search of building socialism in 
China. Although he made a number of mistakes in the 
socialist phrase and people hold divergent views of him, 
one undeniable fact 1s that, as a great historical figure, Mao 
possessed an extraordinary insight into the whole human 
history. After he had led the Chinese people in setting up 
the People’s Republic and elementary socialism in this 
nascent republic, he observed the prospects of socialism on 
the vantage point of China’s past and world history, and 
thus began his exploration of building socialism. In the 
process of his observation and exploration, he put forward 
many original or creative ideas. Apart from those correct 
theories and suggestions, some of the ideas were incorrect, 
and some even resulted in serious mistakes ended with 
failures. Whatever the consequences, however, his ideas 
were of historical value. Mao Zedong may be regarded as 
both a great personage of creativeness and at the same time 
a tragic figure. The historical development and destiny of 
socialism as well as his own creative trait fostered both the 
greatness and tragedy of Mao Zedong. Even those serious 
mistakes and failures cannot obliterate his greatness and 
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brilliance. The theories he put forward and the creative 
exploration he undertook will continuously be advanced 
and explored at present and in the years to come, until the 
course of building socialism has achieved significant his- 
torical progress. Despite his incompetence in properly 
dealing with some practical problems of building 
socialism, he at least had found and called attention to 
them; and though he engendered severe losses in many 
aspect: he has grasped several keys of building socialism 
in China. We are now in a new historical period of 
undertaking the great practice of building socialism with 
Chinese characteristics; at such a time, review and 
research of Mao’s exploration in this aspect would have 
significant impact on enriching and widening our knowl- 
edge of building socialism in China. As such, this paper is 
not intended to limit its discussion to Mao Zedong and his 
thoughts, but intends to approach, in combination with the 
historical experience of socialist countries in building 
socialism, how Mao explored this issue, what break- 
throughs he has made, and why he was led to the tragic 
ending. Obviously, the topic is so large that the author of 
this paper 1s incapable of providing a thorough discussion 
in a single article like this. Therefore, the author can only 
deliberate on some main points and strategic aspects, 1.e., 
the three breakthroughs and tragedies of Mao on the 
matter of building socialism. 


First Breakthrough and Tragedy: Issue of the Path of 
China’s Construction 


No matter how arduous and tortuous the Chinese demo- 
cratic revolution has been, it is destined to reach its victory. 
The invasion and plundering of imperialism, together with 
the exploitation and oppression of feudalism, compelled the 
deeply depressed Chinese people to revolt. Among the 
depressed, the Chinese peasantry constituted the majority 
and had a tradition of thousands of years of rebellion against 
the rule of the landlord class. They thus became a solid force 
inexhaustible for Chinese revolutions. In the modern his- 
tory of China, however, the bourgeoisie and the proletariat 
came into being. The Chinese proletariat, though occupying 
a small population, held many advantages and characteris- 
tics as analyzed by Mao. At that time, the October Revolu- 
tion in Russia ushered in a new era of revolution for the 
whole world’s proletariat, and Marxism was introduced into 
China and found a great echo in the hearts of advanced 
Chinese intellectuals. Under such circumstances, it 1s 
beyond doubt that the Communist Party of China [CPC] 
should represent the Chinese proletariat and play the role of 
leading Chinese democratic revolution against imperialism 
and feudalism. 


Socialist revolution and construction differ from each 
other, however. In China, realization of socialism will take 
longer time and more hardship and exploration than the 
new democratic revolution. First of all, when socialism 
was established in China, there was only the Soviet expe- 
rience of building socialism. Eastern European countries 
had just started to build socialism, and were copying the 
Soviet experience. However, the Soviet Union itself had 
only a thirty-year experience in building socialism. Even 
during those thirty years, the time spent in the Soviet 
Union's civil war and World War II shouid be deducted. 


Secondly, the economy and culture of Old China were 
more backward and its capitalism was less developed, 
compared with that of the Soviet Union. Since its 
founding, the CPC has been struggling, with socialism and 
communism as its ultimate aim. As early as the new 
democratic revolution period, it had proclaimed that the 
next stage of Chinese revolution would be the establish- 
ment of socialism, marking the fundamental distinction 
between the new and old democratic revolution. Neverthe- 
less, practical problems at that time lied in democratic 
revolution, and socialism was then only a relatively 
obscure goal. It was obscure because, in theory, we had a 
shallow understanding of socialism’s basic characteristics 
portrayed by Marx, Engels. and Lenin. It was practically 
considered as the Soviet reality—namely, we held an idea 
that our future would be just the same as the present of the 
Soviet Union. We later won the democratic revolution, 
and completed the transition from the democratic revolu- 
tion into socialism in a shorter time than we had expected. 
This phenomenon on the one hand was related to our 
Shallow understanding of socialism, and on the other was 
largeiy due to the circumstances, including the natural 
tendency of economic development and the masses’ blind 
enthusiasm. According to the party’s ““General Line for the 
Transition Period,” we should have focused our work on 
realizing the socialist industrialization and transforming 
agriculture, handicraft industry, and capitalist industry 
and commerce; but in fact major energy was spent on the 
socialist ownership transformation. With respect to 
socialist construction, especially in industrial construction, 
we chiefly replicated the Soviet Union's practices in the 
fields of policy, system, and management. We had no other 
choice then. China had no experience of industrialization. 
For the past hundred years, from Li Hongzhang, Zhang 
Zhidong, to Jiang Jieshi, virtually no modern industry had 
been built in China. As to the experience of the capitalist 
countries, generally speaking, it was very difficult to learn. 
Even if we had put aside the differences in social system 
and national conditions, little could be learnt from the 
post-war capitalist countries whose economies were in a 
state of chaos and recovery, not to speak of their hostility 
and blockade. Hence. Mao said that only the Soviet Union 
would like to help us and we had to copy the Soviet model. 
Yet copying was done only partially, chiefly in modern 
industrial construction. The socialist transformation was 
mostly carried out by ourselves, and we did not copy in 
agriculture and commerce. 


Even so, the practice of copying the Soviet model in the 
main part of economic construction; namely, in the 
socialist economic system centering on modern industry, 
was neither suited to the national conditions of China, nor 
was it in conformity with the CPC's tradition of origi- 
nality. Therefore, when the economies of the Soviet Union 
and Eastern European countries had gradually manifested 
their drawbacks, and in the concrete practice of China 
problems became apparent, the need to break through this 
model has became more imperative. Mao’s character and 
his tradition of integrating theory with practice and com- 
bining Marxism-Leninism with the Chinese concrete 
reality, collectively represented such a need. Sooner or 
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later, the CPC would begin its arduous and tortuous 
exploration of a socialist economy with Chinese character- 
istics suited to China’s national conditions. It is reasonable 
to assume that if Stalin did not pass away in 1953, Mao 
would have clashed with him on the matter of building 
socialism. Stalin did pass away, however, and soon after 
Stalin’s death, the Communist Party of the Soviet Union 
held the Twentieth National Congress. Mao was both 
delighted and worried. He believed that the death of Stalin 
was a good thing because the Soviet dogmatic model 
sustained by Stalin’s authority would fall to the ground and 
he would be freer to explore China’s own socialism. He was 
also worried, for he was the first one to foresee that 
anti-socialist forces in the world would make use of this 
opportunity and Stalin’s mistakes to augment their anti- 
socialist activities. Facing this intricate situation, Mao, on 
the one hand, published a series of articles such as “On the 
Historical Experience of Proletariat Dictatorship,” in 
which he set forth his position on some principal issues 
and strived to stabilize the status quo; and on the other, he 
began to ponder how to cast off the Soviet model and 
explore a new path of building socialism, especially 
socialist economic construction. In April 1956 he made his 
famous speech—“On the Ten Major Relationships,” 
which might be regarded as a preliminary conclusion of his 
exploration and a representative of his bold breakthroughs 
and innovations. In this speech, Mao emphatically raised 
the following issues: 


First, on the relationship between agriculture, light 
industry, and heavy industry. Namely, while stressing the 
development of heavy industry, attention should also be 
paid to the development of light industry and agriculture. 
In so doing, we can first guarantee the needs of the people 
and gradually improve peopie’s living standard; second, 
we can broaden the domestic market and quicken the 
accumulation of funds, thus promoting the development of 
heavy industry from a long-term perspective. !4ao has 
expounded this idea on many occasions. For example, a 
year later, namely in the year of 1957, Mao gave another 
special exposition of this idea in his speech on the handling 
of internal contradictions among the people, and named 
this practice “the path of Chinese industrialization.” Influ- 
enced by the Soviet Union, people often thought of devel- 
oping modern industry and its related science and tech- 
nology when referring to “industrialization” or what is 
now called “modernization,” and always overlooked the 
fact that agriculture is one important or even the main 
constituent of “industrialization” or “modernization.” 
Since no matter how they are viewed on the standpoint of 
history or reality, industrialization and modernization 
mean nothing but the transformation from a traditional! 
agricultural society based on handiwork characterized by 
low labor productivity into an industrial society, the 
development and the realization of industrialization are 
the two sides of one single issue. This even more so for 
China, given such a huge country whose peasantry makes 
up more than 80 percent of its population. Without 
agricultural development and modernization in rural 
areas, there will be no industrialization and moderniza- 
tion. As regards light industry, which intermediates 
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between agriculture and heavy industry, it is an issue 
almost the same as that of agriculture. No agriculture 
means no light industry. The development of light industry 
can help expand the markets, improve the living standards 
of the people including those in rural areas, and raise funds 
for the development of heavy industry. It functions as a 
link in propelling the development of agriculture and 
heavy industry. 


It is thus clear that the advancement of the relation between 
agriculture, light and heavy industry has changed the tradi- 
tional understanding of incustrialization. It reflects not only 
the universal law of transformation from an agrarian society 
into an industrial one but also the conscious application of 
such a law under a socialist system. 


Mao also discusses, in his “On Ten Major Relationships,” 
the relations between coastal industries and inland indus- 
tries, economic construction and national defence construc- 
tion. These two relations, with some insignificant aspects 
omitted, remain essentially a stretch from the relations 
between agriculture, light industry, and heavy industry. 


Second, the relation between state, production units, and 
individuals. The article provides an explicit analysis of the 
relations between state and factories. state and workers, 
factories and workers, state and co-operatives, state and 
peasants, as well as co-operatives and peasants. It breaks 
through the erroneous view that there exist only collective 
interests in socialist countries, points out the existence of a 
variety of interests of each production unit and individual 
under unified state power and interests. and recognizes the 
existence of contradictions between them which need to be 
well handled. It was a great leap forward in the under- 
standing of sucialism. Just as Mao has said, under the then 
Situation, we had little experience and had to do more 
study to derive suitable scopes of rights and interests of the 
central government, provinces, municipalities, factories, 
among others. Based on the experiences of the Soviet 
Union and China, Mao promulgated the abovementioned 
relations as an important issue and has delineated on the 
two important principles of studying and handling of these 
relations. One 1s the principle of unity and independence 
Unity and independence are two integrated aspects in 
juxtaposition. We need unity as well as independence. This 
1S a universal principle for any society. Without either of 
them, the economy will not be able to operate normally 
and develop healthily, and wil! result in extreme cen- 
tralism or anarchism. Unity without independence will 
inevitably cause inflexibility and stagnation, while inde- 
pendence without unity will cause chaos and turbulence 
Mao did not put forward this idea matter-of-factly, but was 
targeting the highly centralized planned economy of the 
Soviet Union. Hence he says that “I am afraid that it is 
inappropriate to amass all power to the central govern- 
ment, provinces and municipalities and leave no indi- 
vidual rights, flexibility, or interests to factories” and that 
“every production unit should possess an independence 
under unity tn order to develop more actively.” Second, ts 
that we cannot solely focus on one area, we must look at 
the siate, collective, and individual. “Overall consider- 
ation,” or “unified planning with due consideration™ put 





JPRS-C AR-93-090 
22 December 1993 POLITICAL 


forward by Mao a year later, was the basic principle for 
handling the relations among state. collective, and indi- 
vidual. In view of the developmental history of socialist 
ideology. the objective of socialism, different from that of 
capitalist society based on individualism, 1s to build a 
society based on the collective interests of the whole urse, he also points 

society. However, practical experience has unveiled to us local 

that the interests of the whole society represented by the unified leadership conducive 


initiatives spurred 


the 
pie 


State are not abstract under the system of socialism. They central government. have unr 
should not deny but affirm the rights and interests of each unified organization, rather t 
member and economic group formed by some members of unification. Mao’s discussion 
society. The stability and coordinated development of the centra 
society depend on correct division and unified planning. as 
well as overall consideration of the different interests of 
collectives, and individuals. Mindful of China's 
population and poverty, Mao believes that such an 
ynsideration 1s particularly important. Thus he 
ris that it 1s a serious matter which has a bearing on 
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Table 2. Public Appraisals of Reform Speed 


7 : : 
Question: | What do vou think about the speed of reform 
| in the past 2-3 years? 
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Answer: 1. Too tast 5.6% 
2. Somewhat fast 28.2% 
_— 
3. Appropriate 36.2% 
scupndihined katate + 
| 4. Somewhat slow 25.9% 
-— —+ 
| 5. Too slow 4.1% 





2. The public’s expectations about the reform remains at a 
high level, posing a big challenge to the tolerance of society. 


When the public’s expectations about reform have reached 
a certain extent, this has the effect of a double-edged 
sword. Under given circumstances, high expectations 
encourage people to actively plunge into reform, resulting 
in broad participation in the reform by the masses. In this 
case, they serve as a motivating force promoting the 
reform process. Under other circumstances, however, high 
expectations may arouse a stro’, dissatisfaction among 
the public, creating an unhealthy psychological atmo- 
sphere in society and in this way exhibiting a certain 
degree of hampering or destructive effect on reform. The 
public’s expectations about reform involve the question of 
what practical and potential benefits they expect to receive 
from reform. Such a benefit-based approach 1s the most 
fundamental factor affecting their stance toward the 
reform. For this reason, the public’s expectations are one 
of the most basic indicators of the p chological tolerance 
for reform in society. 


Expectation ts a multi-dimensiona! concept. It has diverse 
aspects. In our study, people's expectations about the 
reform are divided into four specific categories: 1) Expec- 
tation for better jobs; 2) expectation for higher economic 
incomes; 3) expectation for a higher social status; and 4) 
expectation for political participation. As revealed by our 
investigation, the public’s expectations about the reform 
are generally high. Relatively speaking, their expectations 
for higher economic incomes and better jobs are stronger 
than their expectations with respect to social status and 
political participation (see Table 3). 





Table 3. Public Expectations About Reform 











—_— — 


Comprehensive Rank 
Average Rating 


Expectation Category 


pe 




















Job Expectation 2.989 | 
STN 
Economic Income Expectation 2.944 2 
Social Status Expectation 2.917 3 
A eT ann 
Political Participation Expectation 2.861 4 
pe 





Our investigation clearly shows that the vast majority of the 
respondents (95-97 percent) expect the reform to give them 
an environment for competition on an equal footing. With 
fair competition opportunities, they hope to rely on their 
abilities to make money and seek their fortune. According to 
our investigation, about 85-90 percent of the respondents 
have the following expectation about economic income: The 
reform should provide them with more opportunities to 


JPRS-CAR-93-090 
22 December 1993 


make money so that they can raise their income more 
quickly. As regards social status and political participation, 
most of them also entertain a high expectation. 


However, these high expectations are a negative factor for 
tlie current period in so far as the psychological environ- 
ment for the reform is concerned. They will eat away our 
society’s capacity for tolerating reform. Most of the pub- 
lic’s high expectations are connected with their desire for 
short-term benefits. In other words, they hope to quickly 
gain more benefits within a short time. Some of these 
short-term interests agree with the long-range goal of our 
social reform at large; others are not in line with or are 
even contradictory to it. Without doubt, this state of 
affairs puts great pressure on our reform process. The 
government will be forced to weigh accurately the long- 
range interests of the entire society versus the short-term 
interests of the public and make a choice between the two 
when formulating and implementing each and every 
reform strategy and measure. This 1s 2 serious challenge to 
the government’s operational and vonirol abilities. 


3. The existence of different interest groups divided basi- 
cally by occupations has become even more apparent. With 
regard to overall appraisal of the interests of various 
groups, enterprise responsible persons are believed to enjoy 
the highest interests, workers are in the lowest interest 
rank, and the interests of the self-employed are high in 
certain fields but low in other aspects. The low psycholog- 
ical tolerance exhibited by low-interest groups deserves 
the attention of the government and the social sectors 
concerned. 


The more than 10 years of reform has brought about a 
relatively big change in China’s social structure. This 
includes sustained changes in the distribution pattern of 
power and benefits among different groups. Because 
people of different occupations are at different distances 
from the power center in society, their opportunities to get 
and use social resources are varied. This has roughly 
determined their positions in the benefits distribution 
pattern in society, and as a result different interest groups 
have come into being. Since different interest groups gain 
different benefits from the reform, their attitudes toward 
the reform are also different. Such a social phenomenon 
began to loom up in the early and middle periods of the 
reform and was captured and probed by acute studies at 
that time. Our investigation shows that the division of 
these interest groups has become increasingly clear in 
recent years, and today it is quite apparent that there exist 
different interest groups divided mainly according to their 
occupations. In appraising the status of these groups, the 
public give unequivocally different ratings. However, what 
is worthy of concern is the low psychological tolerance for 
the reform exhibited by low interest groups. This problem 
deserves the great attention of the government as well as 
the social sectors concerned. The above conclusion ts 
based on data contained in Tables 4 to 7. 


1. The public has a very explicit and clear understanding of 
the various interest groups as classified by occupations. 
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Table 4 shows the public’s understanding and appraisals of 
different interest groups. According to the data contained 
in the table, the public’s appraisals of different interest 
groups constitute a clear series of ranks. Among the 11 
occupations listed in the questionnaire, self-employed 
laborers and enterprises responsible persons have the 
highest economic-income ratings, while workers and pri- 
mary and middle school teachers are in the lowest rank in 
this respect. With regard to social status, enterprise respon- 
sible persons and government officials rank the first, while 
workers and self-employed laborers are the lowest. 
According to the basic social stratum principle, occupa- 
tion, social prestige, and income levels are the most 
fundamental criteria for the division of social strata in a 
normally operating society. Used in our study, social status 
appraisals are equivalent to social prestige appraisals. 
Income levels, however, do not mean the actual incomes of 
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various occupations. Instead, they represent a common 
view in society about the income earned by various occu- 
pations; or in other words, they are objective income 
appraisals made by the public. Of course, it may not be 
possible to use these two criteria in accurately dividing our 
social strata. However, the public’s appraisals of the inter- 
ests of different occupational groups are indicative of their 
knowledge about these groups. 


The different appraisals given by the public to different 
occupations with respect to their income levels and social 
status indicate that the public has a fairly explicit and clear 
understanding of the various interest groups. 


2. The public’s appraisals of the gains for different occu- 
pational groups shows an attitude of unanimity. That is, all 
believe that workers are the group with the least benefits, 
and enterprise managers, the greatest. 





Table 4. Public Appraisals of Income Levels and Social Status of Different Occupational Groups 


















































Occupation Overall Income Rank Overall Social Rank 
Rating Status Rating 
1. Workers 2.374 11 2.449 11 
2. High-class hotel personnel 3.850 4 3.229 6 
3. Other business and service personnel 3.100 8 2.857 9 
4. Enterprise responsible persons 4.050 2 4.051 | 
5. General enterprise cadres and technicians 3.116 6 3.272 3 
6. Responsible persons of administrative units 3.519 5 3.951 2 
7. General cadres of administrative units 2.904 9 3,243 5 
8. Primary and middle school teachers 2.783 10 3.149 8 
9. Other professionals 3.102 7 3.201 7 
10. Personnel of private and tbe three kinds of 3.871 3 3.265 4 
foreign-funded enterprises 
11. Self-employed laborers 4.524 l wn 2.662 10 
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Table 5. — Overall Income Ratings for Various Occupa 























































































































Occupations appraised 1. Workers 2. Enterprise 3. General 4. High-class 5. Other 
responsible enterprise hotel business, service 
persons cadres, personnel personnel 
technicians 
1.Workers 2.23 4.14 3.31 3.81 3.08 
2.Enterprise responsible persons 2.36 3.44 2.96 3.91 3.10 
3.Enterprise cadres and technicians 2.27 3.94 2.65 3.86 3.12 
4.High-class hotel personnel 2.26 3.94 3.00 3.27 2.80 
5.Other business, service personnel 2.28 4.07 3.11 3.75 2.86 
6.Responsible persons of administrative 2.65 3.74 2.98 4.07 3.12 
units 
7.General cadres of administrative units 2.45 4.07 3.15 3.77 3.12 
8.Primary and middle school teachers 2.68 4.23 3.32 4.04 3.27 
9.Other professionals 2.57 4.23 3.06 3.98 3.21 
10.Personnel of private and foreign-invested 2.67 3.83 3.11 3.67 3.11 
enterprises 
11 Self-employed laborers 2.65 4.04 3.25 3.81 3.12 
12.College and graduate school students 2.58 4.13 3.18 3.91 3.27 
13.Retirees 2.37 4.02 3.14 3.97 3.07 
14.Persons without definite occupations 2.41 4.06 3.43 3.56 2.97 
Degree of Prominence P= 0.00 0.45 0.35 0.00 0.25 
Table 6. — Overall Social Status Ratings for Various Occupa 
Occupations Appraised 1. Workers 2. Enterprise 3. Generai 4. High-class 5. Other 
responsible enterprise hotel personnel business, service 
persons cadres, personnel 
technicians 
1.Workers 2.37 4.08 3.39 3.28 2.92 
2 Enterprise responsible persons 2.45 3.75 3.21 3.26 2.86 
3.Enterprise cadres and technicians 2.35 4.08 2.95 3.18 2.78 
4 High-class hotel personne! 2.44 3.94 3.20 3.00 2.70 
5. Other business, service personnel 2.38 4.09 3.34 3.21 2.76 
6. Responsible persons of administrative 2.71 3.74 3.16 3.23 2.77 
units 
7. General cadres of administrative units 2.39 4.01 3.20 3.12 2.81 
8. Primary and middle school teachers 2.68 4.11 3.44 3.28 2.91 
9. Other professionals 2.55 4.11 3.13 3.19 2.76 
10. Personne! of private and foreign- 2.72 4.00 3.17 3.11 2.56 
invested enterprises 
11. Self-employed laborers 2.67 4.08 3.57 3.08 2.98 
12. College and graduate school students 2.51 4.11 3.44 3.02 2.89 
13. Retirees 2.51 4.06 3.32 3.37 2.91 
14. Persons without definite occupations 2.48 4.02 3.54 3.16 2.97 
Degree of Prominence P= 0.00 0.49 0.26 0.36 0.35 
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tional Groups Given by People of Different Professions — Table 5 
































































































































6. Responsible 7. General cadres of 8. Primary and 9. Other 10. Personnel of 11. Self-employed 
persons of administrative units middle school professionals private and the three laborers 
administrative units | teachers kinds of foreign- 
funded enterprises 
165 | er Ts 2.90 3.24 3.75 4.56 
346 | 87 2.73 3.12 4.06 4.61 
 - gas—‘<i<iéiéaltOt*tét;ékzQD 2.74 3.12 4.00 4.62 
346 —~C~*«*S 2.74 2.16 3.06 3.86 4.38 
358) .~)~—COLt~*«*«*«S*« 281 3.19 3.84 4.52 
28S 2.43 2.88 3.19 4.05 4.52 
— a 2.88 3.10 4.00 4.58 
34 2~)~—COstst~<CSsté‘ 2.43 3.20 3.98 4.72 
- -_— ft =o 2.60 2.55 3.98 4.65 
, Cee ae 2.94 3.1 4.00 4.67 
«367 ee 3.15 2.70 3.23 3.73 3.80 
3.63 3.05 2.49 2.97 4.00 4.52 
a ee ee 2.78 3.10 3.81 4.44 
“ct oa 3.21 3.06 3.27 3.41 4.03 
— -903té‘(i‘;”*”*~”:«C 0.00 0.00 0.35 0.00 
tional Groups Given by People of Different Professions — Table 6 
‘ 6. Responsible | 4. General cadres of 8. Primary and | 9. Other 10. Personnel of 11. Self-employed 
persons of administrative units middle school professionals private and laborers 
administrative units teachers foreign-invested 
enterprises 
a wae g _ 3.27 3.23 3.25 2.78 
=  .- 3.36 3.20 3.28 3.63 2.67 
“ Sa wi 3.23 3.10 3.17 3.26 2.62 
aa | 3.18 3.16 3.15 3.32 2.58 
a wee 3.29 3.37 3.31 3.18 2.67 
3490” 2.91 3.32 3.17 3.46 2.74 
anne. 3.00 3.13 3.18 3.29 2.69 
a" ae | 3.24 2.81 3.24 3.22 2.65 
a” ae | 3.09 2.81 2.93 3.24 2.43 
a) a | 3.33 3.00 3.11 3.42 2.50 
a ee cee 3.19 3.40 3.21 2.57 
a : : 4. 16 a o 3.42 2.81 3.05 3.23 2.46 
3.88 3.20 3.20 3.25 3.26 2.66 
an | $0 3.4] 3.32 3.11 2.62 
it bea ee 0.00 0.34 0.08 0.00 
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Tables 5 and 6 show the appraisals of the benefits of 11 
occupations as made by various occupational groups. 
Table 5 gives the appraisals of economic status and Table 
6 the appraisals of social status. The data contains three 
pieces of most significant information: |) The appraisals of 
their own benefits by different occupational groups, 2) the 
lowest appraisals, and 3) highest appraisals. As can be seen 
from Table 5, self-employed laborers [geti laodongzhe] are 
considered, by all occupational groups except for self- 
employed laborers themselves, to earn the highest eco- 
nomic benefits. Government officials, primary and middle 
school teachers, and other professionals believe they earn 
the least. College and graduate school students think that 
primary and middle school teachers earn the least. In the 
opinion of all others, workers earn the least. 


Table 6 shows all are of the opinion that responsible 
persons of enterprises and government administrative 
units are the two groups with the highest social status. 
Self-employed laborers are considered as lowest in social 
status, according to primary and middle school teachers, 
various professionals, personnel of foreign-invested enter- 
prises, college and graduate school students, and self- 
employed laborers themselves. Others think that workers 
have the lowest social status. 





Table 7. Job Preferences 





Job Overall Rating 





Enterprise managers 1.013 


$$$ 








managers 





Privately operated, 0.614 
foreign-invested 
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enterprise personnel =; 
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Administrative unit 0709 
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Enterprise cadres 0.588 


and technicians 





Professionals 





ailinidianinaniitia = Ss 


| 0.569 
High-class hotel 0.495 


personnel | 





Self-employed 
laborers 





General cadres of 





Business and service 
personne! 








Primary and middle 
school teachers 








Table 7 shows possible job choices by respondents. It 
reflects the behavioral tendencies of the public attitude. In 
preceding tables, public appraisals of the benefits of dif- 
ferent occupational groups represent the cognitive and 
emotional variables forming their attitudes. Now, using 
questions on behavior tendency to probe the public’s 
attitude has enabled us to perceive their view from another 
perspective. The order of preference in job choice shown in 
Table 7 agrees by and large with the appraisals of group 
interests in Table 4. If we make a comprehensive analysis 
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of the data in Tables 4-7, we can draw a benefit structure 
graph to show the ranking of benefits of different occupa- 
tional groups. In this graph, managers of enterprises and 
administrative units (both categories are government offi- 
cials holding certain social resources and power) will 
appear at the top, while workers and primary and middle 
school teachers will be at the bottom. 


After analyzing the above, we can conclude that the public 
is extremely clear and sensitive about its own interests and 
the changes that may occur to its interests. Pubiic aware- 
ness of the relative interests of various occupational 
groups, including themselves, has naturally led to the fact 
that members of each occupational group are concerned 
about the interests of their own group. This concern will 
become increasingly intensive with the deepening of 
reform and the change in the interest structure in society. 
Such a phenomenon will constitute a long-term variable in 
China’s reform process, affecting the future course of 
reform. At present, the relative interests of various occu- 
pational groups are a significant factor affecting their 
sensitivity to the reform measures and their ability to 
withstand such measures. The government should give full 
consideration to this factor when formulating its reform 
strategy and thrashing out specific reform measures. In 
particular, it should be clear about the psychological tol- 
erance of those groups receiving the least benefits and 
follow their change closely. 


4. The focus of public attention has gradually shifted toward 
the economic aspect. Of the three considerations of the 
economic condition, social status, and political participa- 
tion, the one drawing the greatest attention is the economic 
condition. This will greatly reduce the risk of social 
upheavals we have to face in deepening reform. 


Tables 8 and 9 show the public’s appraisals of their own 
economic, social, and political status. Table 10 gives the 
priority of factors the public considers in choosing jobs. 





Table 8. The Public’s Overall Assessment of Their Own 
Status (%) 





Satisfactory 


No Comment 


Unsatisfactory 





1.Economic 
Status 


55.7 


19.5 


24.7 





2.Social status 


24.1 


41.6 


34.2 





3. Political 
status 





19.2 





43.9 





36.9 








Table 9. The Public’s Assessment of Their Own Status in 
Comparison with Their Contributions to Society(%) 





Too Low 


Appropriate 


Too High 





1.Economic 
Status 


60.1 


38.5 


1.4 





2.Social Status 


30.6 


68.0 


1.3 





3.Political 
Status 





28.5 





68.9 





2.5 
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Table 10. The Public's Criteria for Job Selection 



































Criteria for Job Overall Grading Rank 

Selection 

- + 

High income 1.395 ! 

Stable income 1.323 | 2 
— + 

Development of | 1.002 3 

expertise | | 

Social status 0.885 4 

Guaranteed support 0.535 5 

for livelihood, old- 

age, medical, and 

funeral needs 

Better educational 0.345 | 6 

opportunities 

Easy work | 0.341 7 

Chances for 0.175 8 

promotion | 








As can be seen from Table 8, when the public are asked if 
they are satisfied with their economic, social, and political 
status, those expressing dissatisfaction with their economic 
status far exceed those expressing dissatisfaction with their 
social and political status, the disparities being 32 and 37 
percentage points respectively. Only 25 percent of people 
are satisfied with their economic status. This ts less than 
the percentages satisfied with their social and political 
status by 10 and 12 percentage points respectively. Our 
questions in this regard were not designed to find out 
people’s actual situation in these three aspects. Instead, the 
purpose is to inquire into the public’s attitudes, or subjec- 
tive feelings, in these three aspects. The aspect that the 
public is least satisfied with may not be the worst aspect. In 
fact, the in-depth cause for public dissatisfaction is a deep 
concern about their economic condition. This is proved by 
Table 9, which deals with the question from another angle. 
When the public is asked if their actual status is commen- 
surate with their contributions to society, 60 percent of 
them say that their economic status is too low in compar- 
ison to their contributions. This is 30 and 31 percentage 
points higher than those taking a negative attitude in the 
two other aspects. About 68 percent of the public think 
that their social and political status is commensurate with 
their contributions. The above is another example showing 
people’s profound dissatisfaction with their economic 
siatus. Such an attitude also reflects that the public is more 
concerned about and sensitive to their economic condition 
than their social and political status. 


Table 10 shows the priority of factors people consider in 
selecting jobs. Quite obviously, the economic factor is the 
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first and foremost dynamic force that affects people's job 
selection and causes them to move from one professional 
field to another. 


The foregoing analysis reveals that the public’s economic 
expectation now far exceeds other expectations and has 
become a prevailing mentality in society. No matter what 
has caused this psychological phenomenon, the objective 
effect is that it is extremely conductive to deepening the 
reform as well as promoting social stability. The reality of 
modernization of nations in the world has proved the 
following: In late-developing countries such as China, the 
reform process from beginning to end has moved forward 
under high social mobilization. The public has a very high 
demand for social and political participation, but the 
various social systems in these countries have not been 
transformed to such an extent as to accommodate their 
demand, nor has a mechanism been institutionalized that 
can normally liberate the latent force in society to motivate 
the transformation of the social systems. As a result, for 
this specific historical period, the public’s high attention 
and sensitivity to social and political affairs poses a 
considerable threat to social stability. China’s unrest tn 
1989 is positive proof of this. Now that the public has 
shifted its focus of attention from social and political 
participation to economic expectation, the pressure on the 
government due to high social and political expectations 
will be greatly reduced when it ts formulating reform 
policy. This will, no doubt, create a favorable social 
psychological environment for the next stage of reform and 
provide more maneuvering room for the implementation 
of reform measures. Accordingly, the possibility of social 
unrest triggered by public dissatisfaction with reform mea- 
sures will be reduced to a considerable extent. 


II. Reaction of Public Opinion To Specific Reform 
Measures and People’s Readiness fo Accept Such 
Measures 


How well the public understands and accepts the specific 
reform measures is the most direct psychological factor 
that dictates the progress of reform. Our study surveyed 
public attitudes and reactions to the reform measures put 
forth in 1992. 


1. The public is rather dissatisfied with its social life. 


After 14 years of reform, today the antenna of reform has 
gone deep into all fields of our social life, which, affected 
by the reform, have undergone or are undergoing changes. 
The public’s willingness to accept the various reform 
measures and how well they can accept these measures 15 
influenced to a great extent by their feeling toward the 
above-mentioned changes. For the public feeling toward 
the changing or already-changed aspects of social life, 
please see Table 11. 
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Table 11. Public Appraisal of Current State of Affairs in Our Country (%) 
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Satisfactory 14.7 | 24.7 196 | 210 | 798 35.9 17.7 16.2 348 | 29.5 14] 46.8 | 28.6 | 284 
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Generally speaking, the public is not satisfied with all 
aspects of social life. Of the 14 items, market supply 
receives the highest rating, followed by social and cultural 
activities. In a descending order, the three most unsatis- 
factory items are consumer goods quality (74.2 percent), 
social conduct standards (73.4 percent), and income dis- 
tribution (62 percent). The reality that the public 1s gener- 
ally dissatisfied with the current state of social life points 
to the fact that the reform is by no means a single-track 
process focusing merely on economic construction, pro- 
duction value, and economic returns. Instead, it is a 
multifaceted project—when implementing a reform mea- 
sure, we should consider its effects on all aspects of society. 


2. Most people have accepted and are used to the price 
reform, but there is still something to worry about. 


Of the numerous reform measures, price reform is the 
earliest and comparatively successful. The strong fear and 
discontent expressed by people at the inception of the price 
reform has now become a matter of the past. Our study 
shows that 64.4 percent of the respondents are used to and 
no longer worry about price hikes. In 1991 when adjust- 
ments of grain and cooking oil prices were expected, 24.6 
percent of the public rushed to buy these items so as to 
keep them for future consumption, but when the prices 
were to be further adjusted in 1992, only 19.3 percent of 
people did so. With regard to price management, only 18.6 
percent of the respondents approve of “lifting the price 
control and letting the market determine the price,” while 
45.9 percent are in favor of a “partially liberalized and 
partially controlled price system,” and 35.4 percent still 
support the method of “letting the state set and strictly 
control the price.” Though the proportion of people sup- 
porting the third method has declined by 27 percentage 
points compared with the survey conducted in February 
1985 (the February 1985 survey showed 62.8 percent), still 
it is not a small proportion. Meanwhile, 68.4 percent of the 
respondents approve of “one price for each daily neces- 
sity,” and only 31.6 percent suggest that “one daily neces- 
sity may have several prices.” This means that though 
people have been essentially accustomed to price reform, 
their attitude is merely a passive reaction to reality in the 
absence of alternatives. Actually, their stance toward the 
price issue is still very conservative. This suggests that 
their psychological tolerance for floating prices is not 
sufficiently firm, and we should avoid any big price 
fluctuation. Price fluctuations going beyond a certain limit 


(the people’s psychological tolerance) can still trigger social 
upheavals as we experienced in the past. 


3. Housing reform hinges on the public's ability to bear the 
economic burden and the implementation of the principle of 
fairness. 


Our study shows that 66.7 percent of the respondents are 
in favor of the housing reform. Among them, 50 percent 
say that they approve of this reform because it will “help 
resolve the problem of unfair housing allocation” (as for 
other reasons, 28.7 percent believe that the reform “will 
improve their living condition,” and anoiner 16.3 percent 
hold that “housing commercialization will accelerate 
housing construction”). From this, we can see that one of 
the public’s focal concerns is to eliminate through housing 
reform the longstanding unfairness in housing allocation. 
On the other hand housing reform, though a project 
beneficial to the country and people, might hurt some 
people’s interests in varying degrees. For this reason, some 
people show concern about this reform. The greatest 
concern is the inability to bear the economic burden—S51.5 
percent are worried that the rental will rise higher and 
higher while they cannot afford to buy their own housing 
units. The next greatest worry is that “the rich can buy 
houses, while the poor cannot; this will once again cause 
unfairness in housing allocation.” People taking this atti- 
tude account for 23.6 percent. As can be seen, the second 
focal concern is inability to bear the economic burden. 
Whether they want to seek fairness or are concerned about 
their inability to bear the economic burden, they all 
cherish an earnest expectation about the housing reform— 
55.3 percent of them hope that new housing units will be 
allocated to them se that they can improve their present 
living condition, while 16.4 percent say that they are 
longing for equal opportunities to receive housing alloca- 
tion. To the public, having a definite place to settle down 
is their elementary demand, and equal opportunities are 
their long-awaited goal. Their expectations in this regard 
will certainly become a motive force to spur the housing 
reform. In view of the above, we believe that success of the 
housing reform hinges on people’s ability to bear the 
economic burden and the implementation of the principle 
of fairness. And judging from most people’s attitude and 
their psychological tolerance, we need not be worried that 
the formulation and implementing of a new housing 
reform plan may upset the current state of affairs. The 
most important thing to be considered is that the new 
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rental level and commercial housing prices should be 
compatible with the present economic ability of most 


people. 


4. The public hope that the labor, personnel, and wage 
systems will be reformed, above all the cadre system. 


With the deepening of economic restructuring, the original 
labor, cadre, and wage systems have become increasingly 
an impediment to the progress of reform. At this time, 
there is no choice but to change them. The public have 
unequivocally expressed dissatisfaction with the present 
systems and shown a strong desire to have them reformed. 
Among those involved in our investigation, 54.7 percent 
approve of the reform of the above three systems. As to 
whether the three systems should be reformed at the same 
time or one after another, their attitude is that the reform 
of the cadre system should have the first priority (grade 
rating: 2.621), followed by the wage system (grade rating: 
1.754), while the labor system is the last one to be 
reformed. From this, we can readily see that the reform of 
the cadre system 1s the most impending need in the minds 
of the public. With regard to the reform of these three 
systems, people are worried about the following: Leaders 
may assign jobs according to their personal relations (50.1 
percent). There will appear more destabilizing factors in 
society (39.0 percent). The interests of veteran workers will 
be jeopardized (24.9 percent). All these worries stem from 
people’s concern for their own interests. 


5, Public concern about social security reform: Guarantees 
for livelihood. 


Confronted with a socialist market economic system, the 
original old-age subsistence system for employees and the 
government-financed medicare system have become 
obstacles to the reform of enterprises. Besides, the modi- 
fication of the enterprise operational mechanism requires 
the institution of a corresponding but unprecedented 
unemployment insurance system. With regard to the 
reform of the employees’ old-age subsistence system 
according to the principle of “overall responsibility taken 
by society with a small burden borne by individuals,” 78.5 
percent of the respondents express support. Their main 
reason is that such a reform will guarantee the payment of 
their retirement pension (80.8 percent). Among those not 
supporting this reform, 51.4 percent hold that employees’ 
old-age subsistence should be entirely provided by the 
State or the enterprises concerned, and another 45.3 per- 
cent think that reform will increase the economic burden 
on individuals. This suggests that though people have 
made note, to themselves and to the state, of the real 
advantages of reforming old-age subsistence, they cannot 
immediately change their dependent mentality long fos- 
tered under the planned economic system—time is 
required to change this mentality. Perhaps this may 
become an obstacle to the reform of the old-age subsistence 
system. As for the unemployment insurance system, most 
people deem it necessary to establish such a system and 
make it perfect (72.2 percent). However, still nearly 30 
percent of respondents hold an ambiguous or negative 
attitude, probably due to their misgivings or lack of a clear 
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understanding of the matter. It is suggested that depart- 
ments concerned devote more efforts to disseminating 
knowledge in this respect. Compared with the reform of 
old-age subsistence and unemployment insurance, the 
reform of the government-financed medicare 1s more 
closely related to the public. Accordingly, their attitude 
toward this reform 1s more conservative than for the other 
two reforms. Respondents supporting this reform account 
for 49.7 percent, and those opposing it, 25.2 percent. The 
remaining 25.1 percent are taking a wait-and-see attitude. 
Supporters believe that reform will reduce the state's 
financial burden and the waste of pharmaceuticals (82.2 
percent). Opponents fear that they cannot afford to pay 
medical and phzrmaceutical expenses under the new 
system (81.8 percent). Anyway, in view of the majority's 
stance, we believe that the time is now ripe for reforming 
our old-age, unemployment, and medicare insurance sys- 
tems, but particular attention should be paid to making the 
new mechanisms tolerable to individuals. To do so will 
ensure the smooth progress of other reforms as well as 
guarantee the public’s livelihood. 


6. The public still lack a proper understanding of the 
shareholding system, and therefore are not enthusiastic 
about buying shares. 


With the establishment of a socialist market economy, one 
of the important measures to deepen the reform of state- 
owned enterprises is the implementation of the share- 
holding system. However, the shareholding system and the 
issuance of shares is still a new thing in the eyes of the 
public. This is why they take a rather reserved attitude 
toward this question. Among the respondents, 18.6 percent 
believe it is good to have the shareholding system and to 
issue shares openly, 40.8 percent say it has both advantages 
and disadvantages, 5.8 percent hold that it is no good, and 
35.1 percent express that they do not understand the 
system. As for individuals’ share-buying intention, 43 
percent of the respondents wish to buy shaves, and 57 
percent do not. Among those wishing to buy shares, 48.8 
percent believe that dividends on shares are higher than 
interests on savings, and 38.8 percent hope to make profits 
when the share prices go up. The chief reason for not 
buying shares is lack of funds. As for risks on the share 
market, 50.8 percent say that risks do exist, but there is a 
chance to make a handsome profit, while 27.2 percent hold 
that the present share market risk is not high, and losing 
money is not likely. Only 22 percent think that the risk ts 
high and it 1s quite likely to lose money. From the above, 
it follows that the public lack a proper understanding of the 
shareholding system and shares, and some of their judg- 
ments are even erroneous, sich as “dividends on shares 
are higher than interests on savings.” Besides, their view 
on the share market risk is also biased. Most of them think 
that the risk is limited and they can make a handsome 
profit. Needless to say, shareholders with this thinking 
cannot stand the tests of risks. This has a big adverse effect 
on the development of the shareholding system in China. 
We should gear up propaganda on the shareholding system 
so that the public will have a correct understanding of the 
significance for state-owned enterprises to implement this 
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system. We should strengthen the dissemination of knowl- 
edge about share transactions so as to foster the public’s 
risk-bearing ability and create a favorable psychological 
environment in society for reforming our state-owned 
enterprises on the basis of the shareholding system. 


IV. Some Suggestions 


1. Based on the public’s overall appraisal of the reform 
program and their reactions to specific reform measures, 
we can see that the social tolerance required for reform at 
present is rather flexible, and that the masses can tolerate 
to a certain extent and are mentally prepared for reform at 
the next step. We should say that if our reform program 
and the measures taken are essentially rational, it is not 
likely they will exceed the tolerable limit of the masses. 
This means a favorable psychological environment in 
society for deepening reform. We should seize this oppor- 
tunity to quicken the pace of market-oriented socialist 
economic reform. Concrete plans and measures for 
changing operational mechanisms should be promulgated 
and put into practice as soon as possible if conditions are 
basically ripe and the plans and measures are feasible. The 
more the delay in reforming the operational mechanism, 
the longer the pressure will remain on the public’s psycho- 
logical tolerance and the more likely the reform is to 
exceed the public’s tolerable limit. At present, however, 
when we increase our effort for and speed up the progress 
of reform, the question of the public’s psychological toler- 
ance will not pose . .»reat to the reform process as long as 
the measures taken are appropriate and our action Is step 
by step. 


2. It 1s imperative to improve the competition mechanism 
as soon as possible so as to create a social environment, as 
a prerequisite, for people to participate in fair competi- 
tion. Members of different occupational groups should be 
placed basically on the same starting line and allowed to 
take part in market competition by essentially the same 
rule. This is the only way to do away with the increasingly 
serious conflicts among different interest groups. The 
various social phenomena now drawing the public’s strong 
complaints are in esserice due to the excessively big gaps 
between their competition starting lines and the varying 
competition rules applied to them. The practice of paying 
attention merely to the encouragement of competition but 
not io the rules of competition is a big mistake. Any 
activity on the surface should be conditioned and con- 
trolled by institutionalized rules at deeper levels. If we 
merely follow others’ example of activities on the surface 
but ignore the rules at deeper levels, the competition we 
bring about is bound to be a mess. To build a socialist 
market economy, we must act in accordance with the rules 
of the market economy. The current chaotic and lack- 
of-rule competition not only theoretically runs counter to 
the socialist market economy, but has in reality caused us 
practical difficulties by seriously impacting our society's 
tolerance for reform, and posing a grave threat to our 
social stability. This state of affairs must be ended as early 
as possible. The policy-making authorities and the depart- 
ments concerned should pay great attention to this 
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problem. They should study and draw up feasible institu- 
tional measures to solve it. In addition, they should be 
highly alert against this problem when deliberating new 
reform plans. 


3. Theoretically, a clear-cut pattern should be established 
for the allocation of social resources and interests. In 
practice, this allocation pattern should be properly ori- 
ented. We should make every effort to correct the problem 
of lack of clarity as to changes in the social resource and 
interest allocation pattern, like “a shy girl hiding half her 
face with the guitar,”’ as the verse goes. This ts a radical 
way to dispel the public feeling that they are relatively 
subject to exploitation. 


The feeling held by various occupational groups that they 
are relatively subject to exploitation stems from the big gap 
between their expected interests and practical interests. 
This gap is a result of comparison between different groups 
in society. It 1s necessary to give the masses a clear 
theoretical elaboration and explanation on the change in 
the interest pattern brought about by the reform and the 
mechanism of this change. This will, on the one hand, lead 
the masses to choose appropriate groups for making 
rational and proper comparisons so that they can under- 
stand the position of their own group in the social interest 
allocation pattern, thus bringing down their excessively 
high expectations. On the other hand, this will make clear 
how the relative economic, political, and social positions 
of various groups have changed so as to have a clear-cut 
basis tc properly adjust the irrational allocation pattern 
and improve the actual situations of some occupational 
groups through the reform of the macro structure. 


All in all, in practical social reform, changes in the alloca- 
tion of interests should be oriented toward this goal: Those 
groups who will become the mainstay in the future social 
structure should suffer little losses and undergo a greater 
transformation so that they will become a backbone force 
in promoting social reform. Only in this way can social 
reform have a motive force within itself and maintain its 
balanced and stable development. 


4. We should encourage and lead people to make economic 
achievements and translate their fortune-making instinct 
and motive into a power for social and economic develop- 
ment. Now it has become a stable trend that the masses are 
paying more attention to economic interests and are pur- 
suing economic targets. This social mentality is of great 
value to both the economic growth and stability of our 
society. We should do our best to encourage and lead 
people to orient their attention in this way so that the 
above-mentioned social mentality will continue to prevail. 
However, there is a very important thing to note: Encour- 
aging people to pursue economic achievements is noi 
encouraging them to seek high income and spend more. 
What we want to do is to put their fortune-making instinct 
on the track of orderly competition with the ultimate goal 
of promoting the economic growth of our society. In 
addition, we should bolster the public’s initiative and 
enterprising spirit through education and guidance and 
make them aware that painstaking labor and struggle are 
required for the fulfillment of their economic targets. By 
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heightening their intention of economic achievements, we 
will prompt them to seek more ways to change their 
present situation that they are not satisfied with. On the 
other hand, we should create more equa! competition 
opportunities so that their chances to succeed econom- 
cally will be more rational and fair. This is the most 
positive way to dispel their feeling of dissatisfaction. 


5. It is necessary to reduce the extent of socia! mobilization 
so as to avoid further fueling the public’s already-high 
expectations. In conducting propaganda and fostering 
public opinion for new reform measures and in explaining 
to the masses the prospects of the reform and the superi- 
ority of the socialist market economy, we should by all 
means avoid making the same mistake of improper propa- 
ganda as we did in the past. We should pay attention to the 
scientific spirit of our propaganda. In disseminating every 
kind of information, we should fully consider its possible 
negative effects and should not hastily make too many 
promises. While giving publicity to the prospects of the 
reform, we should tell the masses the possible risks and 
negative effects that the reform may bring to them. At this 
time, particular attention should be given to guiding and 
controlling the public’s economic expectations. We should 
draw on the lesson that several years ago we overly boosted 
people’s expectations by giving excessive publicity to indi- 
vidual households earning 10,000 yuan per year and 
making overly intensive propaganda on political structural 
reform. Propaganda should be appropriate, and the change 
of its scale should not be hasty. What we should do is to 
foster a stable psychological atmosphere 1n society through 
proper dissemination of information by the government 
and the mass media. 
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Article Views Economy in Third Quarter 
94CE0100 Beijing JINRONG SHIBAC in Chinese 
13 Oct 93 pl 


[Article by Jin Mei (6855 3780), special correspondent] 


{Text} Since the beginning of the year, China’s economy 
has been operating in the “red light” zone. Beginning with 
the third quarter, the state has been implementing tight- 
ened macroeconomic measures to control it. Since August, 
the overall economy has shown signs of a downturn. Just as 
the macroeconomic report monitoring the first half of the 
year projected, the overall economy “peaked” in July. An 
overall evaluation of this situation would give the third 
quarter 55 points; the second, 54 points; and the third, 53 
points, in which July and August would be given 55 points 
and 53 points respectively. The projection for Sepiember 
would be 51 points, since it was in the lower range of the 
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“red light” designation, and the original projection for a 
“slide” to appear in the fourth quarter had been thereby 
advanced. From June 1990 to July 1993, the revival and 
expansion of this economic cycle had lasted more than 
three years, the longest expansion in the history of fluctu- 
ations in China’s economic cycles in recent years. This has 
created conditions for the economy to advance another 
notch up. The task of macroeconomic control in the next 
stage must respond suitably to the cyclical pattern, for the 
economy to drop from the lower limits of the “red light” 
zone back to the “yellow light” [cautionary] zone. It should 
also be maintained at that level for a longer period, to 
prevent great economic swings similar to those noted in 
the economy in 1988 and 1989. 


According to the theory of economic cycles, China’s 
economy has already peaked,“ so it must be on the way 
down now. According to central government offices, mas- 
sive reform will be taken in the four great systems of 
finance, taxes, investment, and currency. But imple- 
menting such massive reforms during the contracting 
phase of the economy is extremely difficult. Therefore, the 
fourth quarter of this year and the first half of the next year 
will be a critical time in China’s development of the 
national economy. On one hand, strengthening macroeco- 
nomic contro! must be continued, so the national economy 
will not spring back quickly. On the other hand, suitable 
control must be applied to prevent too steep a slide in the 
overal! economy. Timely measures must be taken to keep 
the economy's growth rate between 8 percent and 10 
percent, and to set up a good atmosphere for measures to 
be taken next year. 


Lessons and Implications From Two Realignments 


Investment and consumption both showed expansion ten- 
dencies at the end of 1986, and paradoxes resulting from 
accumulation in all areas continued to rise. A tightening 
policy was initiated during the latter part of 1987, but 
implementation was not firm, so the “gate” was opened 
again before tightening measures had a chance to reach 
their goals. The currency base was eased, leading to the 
“hemorrhaging” that caused a further worsening of the 
structural imbalance in total supply and demand in 1988, 
which made it necessary to implement an even more 
severe tightening policy. 


During the first three quarters of 1988, the overall 
economy and its structure was in a state of imbalance, and 
inflation continued to worsen. In September 1988, to focus 
on this loss of control in the state’s economic life, the 
central government actually proposed a directive “to cor- 
rect both the economic environment and economic order 
to initiate overall reforms.’’ While the correction obtained 
noticeable results. paradoxes from the imbalance 1n total 
supply and demand were easing, and inflation was obvi- 
ously controlled, the price paid was also great. Because of 
the excessive effort poured into it, the market continued to 
be soft from 1989 to 1990, and the overall economy 
continued to remain in the “blue light” zone. 
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At present, China’s economy has jusi “peaked,” and the 
trend toward a steady drop is the result of the state 
implementing a suitable macroeconomic policy. The 
national economy is moving along a prepared track and 
the overall situation is an active one. At this time, we must 
be careful not to be swayed by some negative effects of this 
control, that we repeat the 1987 mistake of “once tight- 
ening is felt, we holler: and once hollering 1s heard, we ease 
up.” Otherwise, before the economy has settled down, it is 
out of control again, to force the adoption of more severe 
measures. 


Policy Focus: Control of Fourth Quarter, Attention to 
First Half Next Year 


1. Maintaining suitable economic growth. While evalua- 
tion of the overall situation shows a drop in economic 
growth, it is still in the lower limits of the “red light” zone, 
and macroeconomic control] cannot let up. According to 
the macroeconomic monitoring indicators, the important 
indicator affecting total evaluation of the economic situa- 
tion 1s the currency indicator. Narrowly defined money 
M1 and enterprise deposits each dropped from the “red” 
zone at the beginning of the year to “yellow” to “green” 
and then “blue.” While industry and investment showed 
drops in different degrees, they nevertheless remained in 
the “red light” zone. Therefore, macroeconomic control 
must continue. 


As for the shortage of enterprise capital that shows up with 
implementation of macroeconomic measures, and the 
resulting curtailment and slowdown these measures cause, 
the problem is not total control in production itself, but in 
the irrational structure between excessive investment of 
capial assets and the goal of capital investment, and the 
low rate of efficient capital use. The effective method to 
resolve this problem 1s not on easing the the total volume, 
but on making the structure for capital investment a 
rational one. further overhauling of the financial order, 
and increasing the pace for nurturing and developing a 
capital market and a market of other important elements. 


2. Implementing timely structural realignment. As the 
overall economy has just “peaked,” and many enterprises 
are facing capital flow difficulties because of macroeco- 
nomic control measures, this 1s a good time to carry out 
structural realignment. However, because of the rather 
high rate of inflation, and to avoid social problems, it may 
be more appropriate for the realignment to concentrate on 
volume realignment, with that on deposits as a secondary 
goal. With respect to the goal of capital investment, we 
must actively support construction of basic industries and 
facilities connected with energy resources, communica- 
tion, etc. Second, we must actively improve the conditions 
surrounding agricultural production, and support the pur- 
chase of secondary agricultural products and other needs 
of agricultural production. Third, we must actively support 
suitable marketing outlets, and operate efficient enter- 
prises to conduct normal production, management, and 
export operations. 


3. Controlling further rise in prices. Since the latter half of 
1992. the national cost of living index had been on the rise, 
particularly in 35 large cities and towns where it rose 


JPRS-CAR-93-090 
22 December 1993 


beyond what some residents could bear. At the same time 
that the spread in price rises went up, retail prices at the 
rural level also rose to approximate that in cities and 
towns. 


As the rise in prices this time is concentrated chiefly on 
everyday necessities involving the persona! well-being of 
the people, a continuance of this trend upward can, very 
possibly, invoke a series of social problems. This com- 
mands a high degree of attention. If necessary, at the same 
time that the market regulatory action is continued, the 
advisory nature of state policy must be strengthened, to 
maintain market order with a firm hand and to deal 
severely with those who create uproars to force up com- 
modity prices. 


Market Prices, 6-Month Price Trend Examined 


94CE0110A Beijing JIAGE LILUN YU SHIJIAN [PRICE 
THEORY AND PRACTICE] in Chinese No 8, 20 Aug 93 
pp 59-62 


{Article in “Special Column on Product Price Informa- 
tion”: “An Analysis of China’s Current Market Price 
Characteristics and the Price Trend in the Next Six 
Months”} 


[Text] The release of hidden inflationary pressure has 
gathered momentum this year: market prices have gone up 
substantially, and everybody is very concerned. A prelim- 
inary analysis shows that the main characteristics of 
China’s market prices in the first six months of this year 
are: One, retail prices budged from their already-high level 
and sustained a fairly steep climb. In January, the nation’s 
retail price level rose 8.4 percent compared to the same 
month last year. This was the steepest beginning- 
of-the-year price increase since 1990. Prices rose 8.7 per- 
cent in February and continued to climb in double-digits 
through March, April, and May at rates of 10.2 percent. 
10.9 percent, and 12 percent respectively. For the first six 
months, it 1s estimated that prices have risen 10.5 percent 
This figure is 1.7 percentage points below the 11.9 percent 
average price increase in January through May of 1988 
which marked a period of serious inflation. Undoubtedly, 
we have a new round of inflation. Two, prices were clearly 
higher in the large- and medium-sized cities, and there 
were clear indications that prices were rising in the rural! 
areas. In the first six months, the workers’ cost of living in 
the nation’s 35 large and medium-sized cities rose 17.4 
percent compared to the same period last year. In May. 
especially, prices were 19.5 percent higher than last year’s. 
Prices in Dalian, Shanghai, Naniing, Hangzhou. Ningbo 
Qingdao, Guangzhou, Shenzhen, Nanning, Guiyang. and 
Kunming rose more than 20 percent. In May, the nation’s 
rural retail price level was 12.7 percent higher than the 
same period a year ago, and this was 0.6 percentage points 
higher than the 12.1 percent price increase in the nation’s 
cities. Three, in the consumer goods market, prices of basic 
consumer goods such as grain, meat, sugar and other staple 
food rose sharply. In May. the nation’s grain price rose 
20.5 percent over last year’s. Meat, poultry, and egg prices 
rose 11.5 percent. Prices of some luxury durable goods and 
goods that maintain their value continued their steep 
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climb. Prices of color TV's, VCR's, and refrigerators have 
risen steadily since March. The price of gold jewelry has 
risen 20 percent. Four. prices of services have risen sub- 
stantially. In May, the nation’s prices for services rose 29.9 
percent compared to the same period last year. with prices 
rising 34.8 percentir ‘he cities and towns and 26.8 percent 
in the rural areas. These were primarily caused by the 
decontrol and price increases 1n barber shops. public baths. 
and repair shops and higher rents and bus fares. Five. 
prices in the capital goods market continued to climb. 
especially for capital goods for basic constructions. 
Between January and May of this year. market prices of 
means of production have risen 43 percent compared to 
the same period last year. Specifically. steel price rose 64.5 
percent in the first quarter compared to the same period 
last year. cement price rsoe 54.9 percent. lumber price rose 
46.8 percent. In addition. prices of agricultural means of 
production also rose 11 percent between January and May. 
while last year, average prices only rose 3.7 percent. 


The investment craze which began last year continued to 
heat up. and the high rate of growth in industrial produc- 
tion brought huge demands. On the one hand. this directly 
pushed up market prices. and on the other hand. 11 also 
provided 2 suitable environment for unleashing the hidden 
inflation. Last year. the nation’s fixed asset investments 
increased 37.6 percent over the year before. and 1n partic- 
ular. the state-owned units’ investments increased 40.7 
percent. and between January and May of this year. their 
investments increased 69.3 percent compared to the same 
period last year. Accompanying the rapid increase in 
investments. industrial output value rose 27.2 percent in 
the first five months of this vear compared to the same 
period last year. The accelerated growth in fixed asset 
investments and industrial output first of all caused prices 
in the capital goods market to rise. Prices of steel and other 
means of production in the domestic market are already 
substantially higher than those in the international mar- 
kets. Meanwhile. a large portion of the fixed asset invest- 
ments were turned into consumption funds which in turn 
greatly increased the pressure on the consumer goods 
market. 


The over-issuance of currency. which is the result of 
several factors. in turn 1s an important factor in higher 
market prices. China issued in excess of 100 billion yuan in 
currency in 1992. This year, the money supply continued 
to increase at a fairly high rate. It is estimated that the 
actual quantity of money in circulation 1s 50 billion yuan 
more than the amount in circulation in the beginning of 
last year which was deemed the normal amount needed. 
and currently. it has increased to more than 70 billion 
yuan. Excess money supply always leads to higher prices. 


China has accelerated its price reform since last year and 
has decontrolled and readjusted in succession the prices of 
grain, steel materials, coal, petroleum. electricity, and 
some other commodities, and they have directly led to a 
rise in the price level. It is believed that about half of the 
9.5 percent rise in the retail price level in the first four 
months was the result of the delayed-effects of last year’s 
price adjustments and decontrols and the state’s planned 
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regulation and decontro! of prices so far this year. In 
addition, for some time now, enterprises and consumers 
have adjusted their expectations about higher prices and 
have begun to “buy goods that preserve their value.” which 
in turn has pushed up some product prices. 


We must pay serious attention to price increases of this 
large magnitude and adopt effective measures to eliminate 
various factors contributing to inflation and control fur- 
ther price increases. For the next six months, there wall be 
more factors contributing to higher prices than those 
slowing the price increases. However. currently, we do not 
have the economic and social conditions that will give rise 
to even more significant price increases. The state has 
taken some macroeconomic regulation and control mea- 
sures. and the price increase momentum in the next six 
months should slow down. But because of the chronic 
effects of inflation. market prices will still be fairly high. 


The state has adopted certain macroeconomic regulation 
and control measures to deal with today’s problems which 
have adversely affected the norma! workings of the 
economy. For example. the state has taken steps to develop 
agricultural production. control the scope of fixed asset 
investments. examine and approve vanous development 
zones more stringently. rectify financial order. and raise 
bank interest rates and so on. These measures will have 
direct or indirect effects on controlling the price increases. 
With respect to the consumer goods market. China has 
huge light industrial and textile production capacity: there 
is ample supply of al! types of goods. and overall supply 
and demand are in equilibrium. In the wake of the devel- 
opment of the market economy. as reform of the medicare 
and housing systems becomes more thorough. and with the 
establishment of the stock and bond markets. larger 
amounts of money will be dispersed over a broader scope. 
which wiil reduce the pressure on the commodities market. 
These factors will curb or slow the price increase to an 
extent. 


However. the excess demand resulting from the large 
magnitude increase in fixed asset investments, the accel- 
erated growth in industrial production, and the over- 
issuance of currencies that began last year will remain with 
us for sorne time: we cannot get rid of 1t anytime soon, and 
this kind of excess demand will pull market prices up and 
will continue to do so in the next 6 months. Therefore, in 
the second half of this year. prices in the consumer goods 
market and capital goods market will remain at today’s 
fairly high level. but the probability of any significant price 
increase or substantial price reduction is small. As for the 
price trend of some important commodities, it 1s our 
opinion that the market price of steel has continued to 
climb steeply for nearly a year and a half, and prices of 
many product categories have exceeded international 
market prices and have basically reached their acceptable 
peak. If fixed asset investments can be kept under control, 
it is hopeful that the market price of steel will stabilize or 
will fluctuate only slightly at today’s level. Domestic 
lumber production has been on the decline: supply 1s tight, 
and there 1s a fairly large shortiall. We must rely on 
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growth rate of about 15 percent and will be within the 
possible handling of “bottleneck” departr-cnts. Economic 
development will be steadily in transitiun >) a period of 
high stable growth, and be able to last for years. This kind 
of outcome is the most ideal. The second type of outcome: 
The dynamics of macro-regulation and control will be 
excessively big. Excessive retrenchment will lead to exces- 
sive loss of speed in economic growth, thus giving the 
appearance of a “hard landing.” Although the scale of 
investment and price increases has been restrained, the key 
point of regulation and control has been placed on read- 
justing and optimizing structures; we will only emphasize 
the slowdown of economic development to suit “bottle- 
neck” sectors. This practice will not only cause losses to 
economic development, but also become the starting point 
of the next round of “‘overheating.” The third type of 
outcome: Because we have avoided the contradiction of 
structural readjustment and furthermore have not rectified 
and restored order and recognized the establishment of a 
socialist market system as the ultimate goal of adopting 
macro-regulation and controi measures at this time, under 
the pressures of a series of problems brought about by 
slowing down economic growth, economic reform will be 
constrained and will not move forward, and the in-depth 
contradictions that impede the healthy development of the 
economy will not be soived. Under a situation where 
localities and enterprises complain of hardships or suffer- 
ings, we will become irresolute and hesitant. To stimulate 
the economy to rise again, we will loosen the money 
market, loosen control over the scale of investment, and 
loosen the gate of currency issuance. Consequently, the 
speed of economic growth will bounce back too early, and 
will ultimately further deteriorate the economic structure: 
Restrictions over communications and transportation will 
be further strengthened, contradiction between the supply 
and demand of energy will be worsened again, and the 
inflation that has just been checked will come back to life 
again. The economic order will be in further turmoil, while 
residents will be expected to deviate from the norm, even 
bringing about unstable social factors, and policy-making 
departments will have to adopt measures of “slamming the 
brakes on,” and launch large-scale economic readjustment 
and retrenchment. Hence, various areas will experience 
unnecessary losses, seriously affecting the course of a 
socialist market economy. Economic experts warn that the 
third type of outcome is just like the kind of circumstances 
that appeared in 1986 when there was a “soft landing” of 
the economy. It does deserve our attention. They believe 
that if necessary reform and readjustment are continued in 
1994, it is entirely possible to achieve a stable transition of 
China’s economy and to avoid big ups and downs. How- 
ever, viewed from the dynamics of macro-regulation 2nd 
control adopted at present, the possibility of having the 
second type of outcome is not great either. What we need 
to be on guard against is to prevent the third type of 
outcome from bouncing back too early, as the result of a 
“soft landing” yet to be made, but a “hard take-off” 
already under way. 
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Economists Meet, Discuss Ownership Reform 


94CE0100B Harbin HEILONGJIANG RIBAO in Chinese 
25 Sep 93 p 6 


[Abstracted from ZHONGHUA GONGSHANG 
SHIBAO] 


[Text] At the first meeting of the recently formed Chinese 
Economists Forum, the topic of ownership as a means or 
an end was discussed. Economists attending the meeting 
agreed thai penetrating reforms in the ownership system is 
the key to perfecting a socialist market economy, a great 
breakthrough in ownership system theory. 


The ownership system is a means, not an end, and public 
ownership should be seen in a new light as the principal 
form. Economists attending the meeting all recognized 
that the ownership system is a means, not an end. There- 
fore, the realignment of the public ownership system’s 
structure, form, and scale must be based on the need to 
developing productivity. The proportion of public owner- 
ship in society’s economic structure does not necessarily 
have to be more than 90 percent. It does not even have to 
more than 50 percent. 


It is only that among various forms of ownership systems 
in the society, as long as comparison of the public owner- 
ship economy with that of other ownership systems is a 
relatively dominant one, which does not necessarily exceed 
the total aggregate of various nonpublic components, this 
dominance is expressed as the public-owned economy 
having the most advanced technology, and the best struc- 
tural capital. It would also be a model with leadership 
qualities that help raise labor productivity in the society 
and management in a public economy to the highest level, 
reaping the best of economic benefits. 


The leadership position of public ownership is realized 
through market competition. Economists at the meeting 
suggested that the leadership position of the socialist 
public ownership system should not be realized through 
such channels as special privileges, monopolies, state pro- 
tection etc., but gained through market competition. If a 
public-owned economy has special privileges, that would 
lower its vitality, and greatly weaken the foundation on 
which such an economy would continue to develop. At the 
same time, this would also hurt the active aspects of the 
nonpublic-owned economy. 


Developing a mixed ownership system is an important 
approach. Some economists suggest that deepening 
reforms in China’s people-owned system and further 
aligning the structure of China’s ownership system, to 
develop a mixed ownership system is an important 
approach. 


A mixed ownership system is a combination or union of 
two or more ownership systems. At present, China’s mixed 
ownership economy which has been undergoing reform 
and development for over ten years, is showing great 
vitality. 


Great effort is called for to develop a nonstate-owned 
economy. Economists at the meeting all agreed that devel- 
oping a nonstate-owned economy provides a great impetus 
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to market formation and development. Development of a 
nonstate-owned economy provides reform of state-owned 
enterprises with the necessary external environment and 
pressure that necessitate those state-owned enterprises 
with the right conditions to go the market route. At the 
same time, developing a nonstate-owned economy is also 
an important factor that impels state-owned enterprises to 
change their operation and management style. 


Legal private property must be protected. Since the Third 
Plenary Session of the 11th CPC Central Committee, 
private enterprises have mushroomed in growth from 
nothing. At present, individual and private enterprises 
have become a healthy and continually growing force in 
China’s socialist economic life, and a very vital member in 
China’s market economy. On this subject, the economists 
have called for lawful protection of private property. They 
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feel that lawful protection of a citizen’s legal private 
property is highly significant. 


1993, 1994 Economic Indicators Reported 
94CE0168B Hong Kong CHING-CHI TAO-PAO 
[ECONOMIC REPORTER] in Chinese No 41, 
18 Oct 93 p 27 


[Table in “Economic Information Column”: 
Major Economic Indicators Forecast’’} 


“1993, 1994 


[Text] On the basis of combining simulation and actual 
evidence analysis, the task force on economic situation 
analysis and forecasting under the State Council and the 
task force on riacro-eccnomic analysis and forecasting 
under the State Statistical Bureau officially put forward on 
12 October their report on economic situation analys's and 
forecasting. These two task forces produced the following 
results with regard to forecasting China’s major economic 
indicators for 1993 and 1994: 










































































Item 1994 

Gross N ational Product ae | +13.5% +10% 

Agricultural Output Value ii +4.2% 13.6% aa 

industrial ( al Output V alue ye apa L +20% +13.2% 2% sah 4 51s ies 

Service Industry Ot Output — i +11% +9.5% 

Total Investme nt in i ined Assets 7 eee [ 1,130 billion yuan, +43% 1,360 billion } uan, +20% 

Retail ¢ ( aaneree Pi rice Ind e x - : 25 w +12.5% +9.5% Maries 

Urban Re Resident F Aving [ Expenses ¥ oe +15.5% +11 5% Eege Ooe 

Real | al U rb: in Per *r Capita Inc ome i | +10% 19.2% 

Re al Rural Per C apita In In ct come wpe ean +5.5% +5.2% 

Nominal Rate of Retail Volume +23.5% +18.5% 

AC tual R: ate of Retail Volume ; : | +9.8% +8.2% Se ee 

Financi: ial ‘Income : are | co +10% +12% - 

Financ ial Exper iditures ey Pom +11% +12.5% 

Currenc y Issuanc e Volum ume peat: * 145 billion yuan, +33.4% 100 billion yuan, +17% 

Imports ea 4 nig $101 billion, +25% $117 billion, +16% 

Exports i 3 $92 billion, +8% $106 billion, +15% 
PROVINCIAL nearly six times. By the end of the first half of 1993, there 


Tibet Individual, Private Economy Grows 
Y4CE 01164 Lhasa XIZANG RIBAO in Chinese 
6 Oct 93 p / 


[Article by reporter Zheng Weifu (6774 4850 1381): “More 
Than 40,000 Individual Households Are Storming Mar- 
kets” | 


{Text} Since reforms and opening to the outside world, our 
region’s individual! and private economy has enjoyed rapid 
recovery and development. According to statistics, from 
1980 to 1992. the number of industrial and commercial 
households of the whole region increased from 489 to 
42.988. employees from 525 to 58,485, private funds from 


513.000 yuan to 19.7647 million yuan, and business 
income per capita from 1,252 yuan to 8,483 yuan. The 
individual economy has been expanded about 3.5 times as 
compared to the early 1980s, with efficiency enhanced 


had been 33 private enterprises, with 386 employees and 
5.064 million yuan as registered funds. A positive role has 
been played for developing Tibet’s economy, while at the 
same time chances of survival and vitality have been 
poured into markets. The individua! and private economy 
pushed forward the rational change of economic struc- 
tures. In 1992, the whole region had 20.1647 billion yuan 
in individual and private economy, accounting for 6.5 
percent of registered funds of all industrial and commer- 
cial enterprises; the total industrial output value amounted 
to 2.5848 million yuan, accounting for 10.6 percent of the 
whole region’s total industrial output value; the output 
value of building industries was 14.84 million yuan, 
accounting for 1.4 percent of the output value of the whole 
region’s building industries; the output value of commu- 
nications and transportation industries was 29.4516 mil- 
lion yuan, accounting for 13.1 percent of the whole 
region’s communications and transportation industries; 
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and the retail volume totaled 437.33 million yuan, = jrem 
accounting for 26 percent for the entire region. Meats, 
fresh eggs, vegetables, and aquatic products sold by indi- 
vidual and private business people respectively accounted Sewing 
for 80 percent, 95 percent, 85 percent, and 100 percent of machine 
the total sales volume, and individual business networks = Watch 
accounted for 95.3 percent of the retail business networks. = Camera 
The individual and private economy has become the 
organic component of Tibet’s national economy. During Laban 
the 13 years from 1980 to 1992, the region’s individual and Color TV 
private enterprises employed a staff of 58,201, accounting Video 
for 59.5 percent of the number of people employed during _ recorder 
the same period. Of this number, individual and private — radio 
enterprises employed 2,159 in 1992. Thei employment 
capability was 18.1 percent. Employment was expanded, ciao 
employment stress lessened, and the employment fund 
input was saved for the state. Taxes from individual and Hi-fi 
private economy has become one of the sources of finan- Washing 
cial revenues. From 1983 to 1992, industrial and commer- machine 
cial taxes turned in from the region’s individual and Electric fan 
private economy accumulated to 61.364 million yuan. Of 
this, the industrial and commercial turned in for the year 
of 1992 amounted to 16.762 million yuan, accounting for =‘ "teezer 
15.4 percent of the entire region’s local fi: ancial revenues. = Air _—_ 
The proportion of individual industrial and commercial —©onditioner 
taxes in overall industrial and commercial taxes increased Vacuum 
from 9.01 percent in 1983 to 17.5 percent of last year, up _—— cleaner 
8.49 percent. In the entire region’s individual and private Electric cooker 
economy, more than 58,000 people participated in market 
competition. Over 32,000 took part in commodity circu- 
lation. Individual and private businesses have become the _— Salt 
principal force of the whole region’s commerce. The retail —_—_Cigaret 
volume of the individual and private economy accounts fom 
for 26 percent of the retail volume of all social commodi- 
ties. Also, the individual and private economy has basi- 
cally occupied the entire region’s small commodity mar- Canned food 
kets, agricultural and sideline products markets, clothing Dairy 
markets, catering markets, inner-city transportation mar- products 
kets, and so forth. The individual and private economy has Feed 
become an organic component of our region’s market 
systems. It stands in the forefront of the market economy. on a 
With the acceleration of reforms and opening to the and kraft 
outside world and construction, the position and role of 
the individual and private economy in our region’s 
national economy will be more and more outstanding. Relief printing 
paper 
Synthetic 12.56 
INDUSTRY Detergent 
Daily fine 6843.88 
aluminium 


Output of Light Industry in November products 


HK1612140693 Beijing CEI Database in English Plastic 10,0008 40.20 
16 Dec 93 products 


[Text] Beijing (CEIS}—Following is a list of the output of — Farming film 10,000t 3.81 5.13 
China’s light industry in November 1993, released by the Notes: s—set, pc—piece, t—ton, c—carton, m pc—million piece 
State Statistical Bureau: 
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Output of Mechano-Electronic Products in November 
HK 1712130593 Beijing CEI Database in English 


17 Dec 93 


[Text] Beijing (CEIS}—Following is a list of the output of 
China’s major mechano-electronic products in November 
1993, released by the State Statistical Bureau: 
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Output of Main Chemical Products in November 


HK1712125093 Beijing CEI Database in English 


17 Dec 93 


[Text] Beijing (CEIS}—Following is a list of the output of 
main chemical products in November 1993, released by 
the State Statistical Bureau: 



































































































































Item Unit 11/93 19/92 
Item Unit 11/93 11/92 
Power 10,000kw 136.78 78.77 , 
equipment Chemical fiber 10,000t 19.74 18.34 
AC motor 10,000kw 403.90 429.00 Sulphuric acid 10,000t 17.15 15.87 
Industrial ton 6594 7114.00 Dense nitric 10,0001 2.59 2.47 
boiler acid 
Machine 10,000set 1.74 2.19 Soda ash 10,000t 48.38 43.11 
tool Caustic soda 10,000t 32.14 31.53 
Including. Ethylene 10,0001 16.43 18.16 
0a set 599 570 Calcium 10,000 24.36 18.90 
machine chloride 
tool 
7. 7.94 
srecislen ie 62 97 Pure benzene 10,000t 52 9 
machine Synthetic 10,000t 164.54 184.15 
tool ammonia 
Large set 357 392 Chemical 10,0001 151.63 163.70 
machine fertilizer 
___— (Nitrogen) 10,000t 115.52 130.04 
Automobile 10,000 10.31 10.30 (Phospho- 10.0001 34.72 51.42 
Including: 10,000 0.85 - rous) 
Bus (Potash) 10,000 0.62 0.43 
ae — = : Chemical 10,000 Lil 1.44 
Truck 10,000 4.82 4.7} pesticide 
Motorbike 10,000 28.29 . Paint 10,0001 8.39 9.47 
Tractor (20hp/ 10,000 0.17 0.39 Dyestuff 10,0001 1.57 1.64 
= Chinese patent 10,000t 1.72 1.89 
Small tractor 10,000 5.67 6.28 medicines 
Locomotive set 82 76 Tyre 10,000pc 513.88 471.28 
Including: set 61 49 Synthetic 10,000t 3.50 2.89 
Diesel rubber 
Steam set 2 3 Film 10,000m 402 776 
Electric set 19 24 (Color film) 10,000m 377 776 
Passenger set 153 207 Plastics 10,000t 29.42 28.11 
coach 
Notes: t - ton, pc - piece, m - meter 
Freight wagon set 3547 2535 
Internal 10,000kw 835.0 802.8 
combustion 
— ECONOMIC ZONES 
Fishing ship - 11 
Civil steel 10,000ton 13.11 15.42 Effects of Global Economy On Shenzhen 
ship Discussed 
Computer set 19 59 94CE0120A Guangzhou TEQU JINGJI [SPECIAL ZONE 
Micro set 8082 8348 ECONOMY] in Chinese No 9, 25 Sep 93 pp 32-35 
computer 
Color crt 10,000 90.52 59.84 [Article by Ren Guoming (0117 0948 2494) of the Shen- 
Pranen 10.000set 111.55 51.18 zhen municipal government foreign affairs office: “Effects 
controlled of World Economic Changes on Shenzhen, Policy 
switchboard Suggestions”’] 
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[Text] Economic regionalization in the two major eco- 
nomic blocs, namely the North American Free Trade 
Agreement [NAFTA] and the European Community [EC], 
the rise of protectionism in the United States, and growing 
economic cooperation in East Asia all pose challenges to, 
as well as opportunities for Shenzhen. How Shenzhen can 
better further utilize foreign capital, import technology, 
expand exports, and achieve economic internationaliza- 
tion has emerged as a topic which must be urgently 
explored. 


New changes characterized the world economic situation 
as well as the economic climate in East Asia in the late 
1980’s. These changes are both good and bad for the 
Shenzhen Special Economic Zone [SEZ], which has 
adopted an export-oriented economic development 
strategy. It is imperative that in the future Shenzhen learn 
from the economic development experiences of the newly 
industrialized economies [NIEs] in Asia as it tries to catch 
up with them and adjust its policies promptly in response 
to changes in the economic situation in East Asia and 
around the world. 


1. Impact on Shenzhen of Changes in East Asian and 
World Economic Environment 


First, the formation of an integrated market in North 
America under NAFTA and in the EC would adversely 
affect Shenzhen’s export drive and its push to utilize 
foreign capital. The two-fold economic regionalization in 
the global economy will certainly make life a little harder 
for Shenzhen, which exports over 60 percent of its indus- 
trial output. Even as the two economic blocs seek to 
eliminate or cut tariffs within their own regions, externally 
they will keep tariffs at the existing level, which will create 
two different sets of terms of competition, one internal, 
one external. The integration of America with Mexico 
under NAFTA and the coming economic unification 
between the unified market in EC on the one hand, and 
various countries in Eastern Europe on the other, will 
seriously undermine the exports of labor-intensive prod- 
ucts from developing nations to these two huge markets. 
The adverse effects of United States-Mexican integration 
on the Association of Southeast Asian Nations [ASEAN] 
and China are now raising concerns in every East Asian 
nation. After NAFTA formally takes effect in 1994, the 
competitive edge hitherto enjoyed by the labor-intensive 
exports of developing nations in East Asia, which compete 
on the strength of their cheap labor costs, will be lost to 
Mexico. Furthermore, NAFTA contains tough country- 
of-origin standards in a bid to prevent non-NAFTA coun- 
tries from exporting to the United States through Mexico 
but will abolish quota restrictions on textile and apparel 
exports from Mexico. 


Second, Hong Kong exports to NAFTA and the EC are 
expected to be hurt as well once the EC market is integrated 
and NAFTA formally goes into effect. A drop in the share of 
Hong Kong’s entrepot trade will hurt Shenzhen indirectly. 
According to statistics, Hong Kong’s entrepot trade has 
already surpassed the exports of local Hong Kong products 
since 1988. In 1990, entrepot trade accounted for 65 percent 
of total Hong Kong exports and 21 percent of its entrepot 


JPRS-CAR-93-090 
22 December 1993 


exports were shipped to the United States, up from 14 
percent in 1985. Before 1988, most of Hong Kong’s exports 
to the United States were local products. Subsequently, in a 
bid to stay internationally competitive, Hong Kong shifted 
to entrepot trade, shipping to the United States products 
processed on the mainland (primarily the Zhu Jiang delta). 
After NAFTA takes effect in 1994, Hong Kong’s entrepot 
trade destined for the United States may diminish, clearly to 
the disadvantage of Shenzhen. 


One other thing merits the closest attention: What the 
United States intends to do about most-favored-nation 
[MEN] for China. As the conception of NAFTA illustrates, 
protectionism is in the ascendant in the United States. Its 
get-tough posture of applying domestic standards in bilat- 
eral trade negotiations can be seen everywhere—in its talks 
with Japan, its dealings with Europe. Beginning with the 
Carter Administration in 1980, the United States offers 
MEN treatment to China each year with the approval of 
Congress and the president. Since 1989, the United States 
Congress has attached strings to the granting of MFN 
treatment, putting pressure on China in such areas as 
human rights, arms exports, and trade. In the last 2 years, 
the United States has been playing it tough in negotiations 
with China over the issue of intellectual property rights 
under “Special Article 103.” President Bush, a Republican 
and reputedly an old China hand, was defeated in the 
presidential election of November 1992. The China policy 
of Bill Clinton, a Democrat, who had declared loud and 
clear on the campaign trail that he would shift the focus of 
government to the “domestic economy,” has yet to take 
shape. As soon as he took office, however, he broke with 
his tough talk during the campaign by emphasizing the 
importance of the China market to the United States. On 
28 May he signed an executive order extending MFN 
treatment for China to 30 July 1994, but simultaneously 
making the extension next year contingent upon China 
meeting some human rights-related conditions. In prac- 
tical terms, when the two parties to a bilateral trade worth 
tens of billions of dollars impose retaliatory tariffs on each 
other, both economies would suffer. Accordingly, Amer- 
ica’s moves merit close watch. The impact on Shenzhen in 
the worst-case scenario cannot be overlooked. 


On the other hand, amid the growing economic regional- 
ization in the world, favorable factors also are at work in 
Shenzhen’s regional economic climate: The deepening of 
specialization in the west Pacific and the expansion of 
direct investment and trade in areas characterized by 
openness. After the appreciation of the yen in 1986, direct 
overseas investment by Japanese companies shot up, with 
ASEAN and China joining the NIC’s of Asia as the 
principal destinations of the flow of Japanese investments. 
Economies in East Asia took off rapidly. The expansion of 
direct investment has accelerated international specializa- 
tion and stimulated the movement of capital goods and 
materials of consumption in the region. In the past few 
years, not only has Japan increased its imports from the 
rest of the region, but so have the NIEs as their domestic 
markets for consumer goods expanded. The nations of East 
Asia have steadily become less dependent on the United 
States. As economic cooperation in the East Asian region 
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deepens and expands, Japan and the NIEs would become 
increasingly powerful as “import absorbers,” a tendency 
that no doubt would work to the advantage of the devel- 
opment of Shenzhen’s export-oriented economy. 


A related point is the deepening of economic cooperation 
between Hong Kong and south China. Between 1979 and 
1991, 60 percent of all direct foreign investments in China 
consisted of Taiwan and Hong Kong capital, with Hong 
Kong capital accounting for a high 80 percent of all foreign 
capital utilized by Guangdong and Shenzhen. Needless to 
say, much of the Hong Kong capital in Shenzhen actually 
came from Japan, South Korea, and Taiwan. According to 
preliminary statistics, Hong Kong’s manufacturing 
industry moved to the Zhu Jiang delta in a big way 
beginning in the 1980"s, which boasts about 50,000 pro- 
cessing enterprises and 10,000 joint ventures, employing 
more than 2 million people in all, equivalent to three times 
the employment in Hong Kong’s manufacturing sector 
back home. In the process, Hong Kong’s industrial struc- 
ture has also changed. In 1990, manufacturing accounted 
for 3 percent of Hong Kong’s economy, down from 46 
percent in 1980. Also in 1990, commerce, trade, and the 
restaurant business together made up 33 percent of the 
economy, up from 23 percent; banking, insurance, and real 
estate made up I! percent, up from 7 percent. 


Since 1990, Guangdong has replaced Fujian as the desti- 
nation of most investment dollars from Taiwan. As of late 
April 1991, Guangdong has become the top recipient of 
Taiwan investments on the mainland. Barring a major 
dispute between China and Britain over Hong Kong, and 
provided relations between the two sides of the Taiwan 
Strait develop normally, we can expect exchanges of per- 
sonnel, funds, information, and trade in south China to 
intensify further, also a plus for the development of 
Shenzhen’s economy. 


2. Policy Proposals 


Against a backdrop of rising economic regionalism and 
strengthening economic relations in East Asia, the key to 
developing Shenzhen’s export-oriented economy in the 
future lies in funds, technology, and market. How can 
Shenzhen better utilize foreign capital, absorb and assim- 
ilate advanced foreign technology, upgrade the level of 
industry, make its products more internationally compet- 
itive, expand its export markets, and bring about the 
internationalizatior of its economy? This is an issue well 
worth studying. 


By analyzing the course of economic development in 
post-war Japan and in the NIEs of Asia, we see that a 
major reason for their success was their diligent utilization 
of advanced foreign technology and funds, and the way 
they combined it with inexpensive labor at home to make 
their products more competitive and open up the interna- 
tional markets. This kind of reactive advantage greatly 
telescoped the process of industrialization and made their 
export-oriented economy a success. 


Among the NIEs, it was in the industrialization of Korea 
and Taiwan tbat capital and technology from the United 
States and Jag&:n played a key role. In the 1960's and 1970's, 
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Japanese technology in heavy industry aad chemical 
industry, including the electronic, automobile, and plastic 
industries, was imported into Taiwan and South Korea and 
no doubt stimulated the development of those industries in 
the early phase of industrialization and led to the adoption 
of an export-oriented policy. Even as technology was 
imported, foreign capital was also sought, which was 
extremely important. Throughout the 20 years between the 
end of World War II and 1965, Taiwan received American 
financial aid. After 1965, the Japanese government began 
offering Taiwan financial assistance. After 1972, when 
China and Japan formally established diplomatic ties, pri- 
vate Japanese capital continued to pour into Taiwan. South 
Korea’s situation is similar to that of Taiwan. It received 
United States aid up until 1965. After the establishment of 
diplomatic relations with Japan in 1965, Japanese govern- 
ment loans became a major reason behind the success of 
Korean industry. That the United States provided Taiwan 
and South Korea with a market for 40 years after the war 
also set the stage for the export-driven industrialization of 
the two countries (The United States abolished preferential 
tariffs for the NIEs in January 1988.) 


As we ponder what concrete economic policy Shenzhen 
should take, therefore, the following points may bear 
considering: 


A. Further the utilization of foreign capital and upgrade the 
standard of imported t~chnology. Learning from the success 
stories of industrialization in Japan, South Korea, and 
Taiwan, we should adopt a one-sided policy, East-Asian 
style. The policy of favoring certain industries has played a 
key role in the post-war economic resurgence of Japan and 
its rapid industrialization. Both Taiwan and South Korea 
adopted a similar industrial policy in the 1960's and 1970's 
with some success. Common to the bias policies of these 
three countries is the selection of a few industries for 
intensified support. These industries were given preferential 
treatments in such areas as tariffs, taxes, and funding. 
Working together, the government and the private sector set 
goals and exchanged information in a joint push to develop 
the selected industries. By organizing syndicates (in Korea) 
and enterprise groups (Taiwan), they enhanced the ability of 
enterprises to import and assimilate advanced technology 
and open up the international market. 


Another purpose of organizing enterprise groups is to bring 
about economic internationalization and enable enter- 
prises to do business overseas. Targeting the economic 
regionalization trend in North America and Eastern 
Europe, enterprise groups with the necessary wherewithal 
should begin investing on a small scale in countries like 
Mexico and quasi-member nations of EC such as Hungary 
and Czechoslovakia in order to accumulate experience for 
entering the two major markets in the future. Because the 
terms of investment in the EC will become increasingly 
uniform in the days ahead, as will those in NAFTA, any 
experience we can get from small-scale investment will be 
invaluable when we want to establish ourselves in EC and 
North America in the days ahead. Whether it is exporting 
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or overseas investment, therefore, the enterprise group is 
in a stronger position than the lone enterprise. 


B. Strengthen Economic Exchanges with East Asia. Direct 
investment and trade in East Asia are expanding. Besides 
Japan, the NIEs of Asia are becoming major investors. 
With their growing economic muscle, the NIC’s are also 
coming into their own as importers. Toady China and 
South Korea have established diplomatic ties and tension 
has eased between the two sides of the Taiwan Strait. The 
deepening of mutual economic dependency in East Asia 
has also created a favorable climate for economic cooper- 
ation in the region. On the other hand, cooperation with 
Southeast Asia and the Indochinese Peninsula is also 
something that cannot be ignored if Shenzhen is to pursue 
economic internationalization. Economically, Shenzhen ts 
almost on a par with ASEAN, but is one cut above 
Indochina. Economic cooperation with ASEAN and coun- 
tries in Indochina, which are close to Shenzhen geograph- 
ically and in terms of the level of economic development, 
may pay off for Shenzhen by bringing about economic 
internationalization and diversifying its export markets. 


C. Broaden the Sources of Foreign Capital and Raise the 
Level of Industry. Thirteen years after its birth, the 
Shenzhen SEZ has moved from the stage of capital 
construction to full-fledged development. During the 
first decade, labor-intensive enterprises proliferated. 
While that was unavoidable, it has had a number of 
adverse results, such as population explosion and the 
failure of the urban infrastructure to keep up. Shenzhen’s 
Eighth Five-Year Plan and Ten-Year Plan call for a shift 
from labor-intensive industries to capital- and technol- 
ogy-intensive industries as the goal we should strive for 
in the future. Judging from the present situation, this 
policy shift is not only necessary because of the popula- 
tion factor and other constraints imposed by transporta- 
tion, water, and electricity, but also imperative given the 
changes in internal and external environments in the 
future. If Shenzhen continues to rely primarily on labor- 
intensive products as the backbone of its exports, it will 
face stiff competition from other areas in China as well 
as other developing nations such as Mexico, Argentina, 
and Brazil. Thus only the development of high-tech 
industries and the production of goods with high added 
value constitute a potent weapon in our export drive. 


A related point is that the mix of foreign capital utilized by 
Shenzhen needs to be further adjusted. Thus far the bulk of 
Taiwan and Hong Kong investments in Shenzhen, which 
make up 80 percent of all foreign capital utilized in 
Shenzhen, is destined for labor-intensive industries. In 
other words, Shenzhen’s biggest draw for Taiwan and 
Hong Kong investors is its low-cost labor. We must work 
harder to check this tendency in the future, however, by 
attracting at a policy level foreign capital that utilizes and 
imports into Shenzhen high-tech more extensively. Even 
as we continue to utilize Hong Kong and Taiwan funds 
effectively, therefore, we must diligently tap the funds of 
developed nations like the United States and Japan tn the 
hope that investment is accompanied by the introduction 


JPRS-CAR-93-090 
22 December 1993 


of advanced technology, which will gradually upgrade the 
level of technology in Shenzhen and lead to more upscale 
products. 


D. Improve the Investment Climate and Better Utilize 
Japanese Capital. Economic development in Shenzhen in 
the first 10 years far exceeded the original projections. As 
a result, the tangibie conditions, including the infrastruc- 
ture, have fallen behind economic development. As for the 
intangible conditions, economic law-making and rule- 
making have failed to keep pace with the current state of 
the economy. The continuous improvement of the invest- 
ment climate is indispensable to the increased utilization 
of foreign capital. In addition, Shenzhen needs to put more 
effort into external publicity and the recruitment of over- 
seas firms. While studying at the head office of the Japan 
External Trade Organization [JETRO] in Tokyo, for 
instance, | was asked many times small and medium-sized 
enterprises eager to invest in Shenzhen where they could 
get hold of information on Shenzhen before actually 
coming here for on-the-spot investigations, and whether 
they could find answers to questions relating to investment 
and trade with Shenzhen. It is proposed that in the future 
the office of the Shenzhen municipal government in Japan 
make Shenzhen better known among the Japanese by 
holding investment and trade seminars, for example. 


Certainly, the SEZ has attracted some attention in various 
quarters in Japan. A “China corner” has been set up at 
boih the world investment and trade library at JETRO and 
the reading room at the Asian Economics Institute, which 
are widely used by small and medium-sized enterprises 
and the offices of international organizations in Japan. 
However, the information available there is three to four 
years out of date. In the days ahead we should provide 
them at regular intervals with up-to-date materials that are 
relevant and are openly distributed so that the world can 
get to know what’s going on in Shenzhen. 


Furthermore, the news media are most influential in 
Japan, where people in all walks of life have a good deal of 
interest in Shenzhen. Asahi, NHK, and other TV networks 
all air shows relating to Shenzhen in prime time, which 
have considerable impact. To make Shenzhen more vis- 
ible, we may take the initiative to invite reporters from 
Japanese newspapers and TV networks who are stationed 
in Beijing to come to Shenzhen to gather local materials. 


Moves are afoot in Japan at present for another round of 
investment in south China. In public discussions and 
writings some economists have arrived at this verdict on 
south China: It is both a production base and a major 
consumption market. The combined GNP of Guangdong, 
Hong Kong, and Taiwan is $260 billion, bigger than the 
GNP of Indonesia, Malaysia, the Philippines, and Thai- 
land put together. Formerly dominated by labor-intensive 
industries, the industrial structure of south China is now 
going high-tech. No longer a mere processing-for-export 
base, south China may develop into Japan’s competitor in 
the days ahead. The economists believe that south China ts 
in for a prolonged period of steady development as a 
production base and consumption market. Most Japanese 
investments thus far have been concentrated in north 
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China, but given the future development trend, Japanese 
companies must make a decision soon to switch to south 
China so as to turn the latter into a partner for cooperation 
instead of a rival. According to an analysis of the trend of 
direct overseas investment of Japan conducted by 
JETRO's Asian Economics Institute, Japanese investment 
and technological transfer led by Japan’s small and 
medium-sized companies will increase significantly in the 
next few years. The reason is that as restrictions on 
Japanese exports to the United States and Europe, which 
the Japanese have relied on for years, become more and 
more stringent, Japanese companies in the future must 
largely look to the Chinese market for survival. It may be 
noted here in passing that Chinese-Japanese bilateral trade 
has increased sharply in recent years, breaking the $20 
billion barrier in 1991, setting a new high of $28.9 billion 
in 1992, and projected by JETRO to zoom past $30 billion 
in 1993. So far most large Japanese corporations have 
focused on the United States and developed nations in 
Europe. In the next few years, the Chinese mainland will 
replace Southeast Asia as the principal recipient of Japa- 
nese investments in Asia. According to the JETRO office 
that handles inquiries by small and medium-sized enter- 
prises, about 90 percent of such enterprises that had 
approached them showed an interest in investing in China. 
Accordingly Shenzhen should speed up law-making, inten- 
sify external publicity, improve the intangible investment 
climate, and step up its activities in Japan to woo Japanese 
companies and attract more Japanese capital. That way the 
mix of foreign capital can be changed, more advanced 
foreign technology will come our way, and the standard of 
industry will be raised. 


My fina! point has to do with the economy of Shenzhen 
itself. As domestic and foreign investment rises by the day 
and the economy develops across the board, the real estate 
market and stock market have become increasingly active, 
a trend that may lead to a “bubble economy,” Shenzhen- 
style. A “bubble economy” is an artificially inflated 
economy where assets (particularly land and stock) are 
overvalued causing excessive speculation on the real estate 
and stock markets. Japan, South Korea, and Tai. .n have 
all experienced to various degrees the kind of recession 
brought on by the bursting of a “bubble economy.” In 
Japan’s case, its economy has been in a process of adjust- 
ment since the “bubble” burst in 1990, with the Nikkei 
index, which represents the average prices of Japan’s 
blue-chip stocks, plunging from the historic high of 38,915 
Japanese yen in late 1989 to Y16,000 by late 1992, a drop 
of 60 percent. Land prices announced in November 1992 
were 4.2 percent down from a year ago. According to 
calculations by the Economic Planning Agency of the 
Japanese government, Y110 billion in land values have 
been wiped out. After the “bubble economy” burst, the 
Japanese economy has been in a prolonged recession and is 
not generally expected to pull itself out of the slump until 
the second half of 1993. To avoid this situation from 
occurring in Shenzhen, the city must impose suitable curbs 
on excessively speculative activities on the real estate and 
stock markets. Of course stock prices and land values in 
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Shenzhen have a long way to go before they reach Japan’s 
levels, but this is something we should watch out for in the 
medium and long term. 


AGRICULTURE 


Anhui 1994 Rapeseed Area 


94CE0181N Beijing ZHONGGUO XINXI BAO in Chinese 
12 Nov 93 p 3 


[Summary] Based on a survey of 3,255 rural households in 
35 counties in Anhui Province, the rapeseed area in 1994 
will be 12,324,000 mu, an increase of 1,090,000 mu over 
the actual sown area in 1993. 


Fujian Cash Crop Area, Farmer Income 


94CE0181R Beijing JINGJI CANKAO BAO in Chinese 
30 Nov 93 p ] 


[Summary] This year the cash crop area in Fujian Province 
totaled 19 million mu, an increase of 2 million mu over 
1992. Gross output of aquatic products is expected to 
exceed 1,800,000 tons. Exports of aquatic products are 
expected to earn $180 million in foreign exchange, an 
increase of $35 million over 1992. From January to 
September, the gross output value of town and township 
enterprises was 68.99 billion yuan, a 100.2 percent 
increase over the same period in 1992. The value of 
exports was 10.69 billion yuan, an 87.7 percent increase. In 
the first half of 1993, the per capita cash income of Fujian 
farmers was 624 yuan, a 15.4 percent increase over the 
same period in 1992. Per capita net income for the year 
may reach 1,150 yuan, a 13 percent increase over 1992. 


Guizhou Grain Output 


94CE0181P Guiyang GUIZHOU RIBAO in Chinese 
6 Nov 93 p 1 


[Summary] The estimated gross output of grain this year in 
Guizhou Province is 17.3 billion jin, a 10 percent increase 
over 1992. 


Henan Procurement, Market Prices for Meat 


94CE01810 Harbin HEILONGJIANG JINGJI BAO 
in Chinese 4 Nov 93 p 3 


[Summary] Since August, the state procurement price for 
hogs in Henan Province has been 3.22 yuan per kilogram, 
an increase of 0.14 yuan over July, and a 1.83 percent 
decrease from the same period in 1992. The state retail 
price of pork has been 5.38 yuan per kilogram, an increase 
of 0.10 yuan over July, and a 1.54 percent increase over the 
same period in 1992. The state procurement price for eggs 
has been 4.30 yuan per kilogram, a decrease of 0.12 yuan 
from July, and a 8.59 percent increase over 1992; the 
average market price has been 4.96 yuan per kilogram, an 
11.7 percent increase over the same period in 1992. The 
average market price of chickens was 5.92 yuan per kilo- 
gram, a decrease of 0.02 yuan from July, and an increase of 
18.87 percent over the same period in 1992. The average 
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market price for piglets was 4.16 yuan, an increase of 0.02 
yuan over July, and a 14.4 percent decrease from the same 
period in 1992. 


Inner Mongolia ‘Success’ in Water Conservancy 
OW 2012135393 Beijing XINHUA in English 1329 GMT 
20 Dec 93 


[Text] Hohhot, December 20 (XINHUA)—In place of 
barren deserts and scrub areas are neat fields and green 
trees. Brooks now run in the once-dry stream beds, and 
wildlife unseen for a decade is making a comeback. 


What has happened to the six banners (prefectures) and 
counties in the Horgin Desert and the upper reaches of the 
Huangpuchuan River in north China’s Inner Mongolia 
Autonomous Region has been termed by experts a “mira- 
cle of water conservancy”. 


The water conservancy project in the banners of 
Naiman, Hure, Jungar and Uxin, Xinghe County and 
Fengzhen City has been a pioneer for a nationwide 
effort, and some 105 million yuan has been invested in it 
by the central government. 


Thanks to the planting of 210,000 ha of trees and 70,000 
ha of grass, and the reclaiming of some 37,000 ha of 
hillside farmland by forming terraced fields, local officials 
said, the forest coverage of the area has risen from 14 
percent to 58 percent, and soil erosion in an area of 4,551 
sq km has been brought under control. 


Compared with a decade ago, when the project was 
launched, the officials said, the local climate has seen an 
obvious improvement. 


For example, they said, humidity has increased, the water 
table has risen by one meter to three meters, and the 
frostfree period is getting longer, while windy days are 
becoming fewer. 


The success of water conservancy work has also boosted 
local agricultural production. 


The agricultural output value of the six banners and 
counties involved in the projects has increased from the 
110 million yuan ten years ago to the present 451 million 
yuan, while the value of forest industry has soared six 
times. 


In the same period grain production per ha has more than 
doubled from 1,100 kg to 2,400 kg, raising the per capita 
grain rate from a mere 266 kg to 625 kg. 
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With the annual income per capita increasing from 45 
yuan to 543 yuan in these areas, the officials said, the 
number of families living beneath the official poverty line 
has dropped from 41,200 to 9,700. 


Liaoning Livestock Achievements Reported 


SK 1812093393 Shenyang Liaoning People’s Radio 
Network in Mandarin 1000 GMT 17 Dec 93 


[Text] Since the enforcement of reform and opening up, 
our province has reaped consecutive bumper harvests in 
animal husbandry over the past 15 years. The province’s 
total output of meat, eggs, and milk will reach 2.18 million 
tons and show a 380 percent increase over 1978. The 
proportion of the animal husbandry output value in the 
total agricultural output value has reached 29 percent. 
Liaoning is a province whose cities have long been short on 
the supply of meat, eggs, and milk. Since 1990, our 
province has defined the target of accelerating the devel- 
opment of animal husbandry. Departments concerned at 
province, city, county levels have broadened their invest- 
ments in animal husbandry. The investments made by the 
state and the province in this regard have alone reached 
73.76 million yuan a year, with which the province has 
built farms of meat hogs and cattle, sheep, and goats 
among various counties. It has also built 14 production 
bases of meat, eggs, and milk among the suburban districts 
of large and medium-sized cities across the province. 
Animal husbandry departments at all levels have vigor- 
ously popularized the applied and auxiliary technologies of 
developing animal husbandry, such as breeding new 
strains and improving the strains. The province’s per 
capita consumption of meat, eggs, and milk at present 
reaches 53.4 kg and surpasses the national average level in 
this regard. Animal husbandry has become a pillar 
industry second only to planting in rural areas and brought 
about development in relevant industries and trades, such 
as animal medicine, fodder, wool textile, leather, food- 
stuffs processing, and farming and herding machines. 


Yunnan Meat Output 
94CE0181Q Kunming YUNNAN RIBAO in Chinese 
24 Oct 93 pI! 


[Summary] By the end of the third quarter, pork, beef, and 
lamb output in Yunnan Province totaled 599,100 tons, a 
7.3 percent increase over the same period in 1992. 
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Education Daily Identifies Lawyers, Law Offices 


94CMOOS8B Beijing ZHONGGUO JIAOYU BAO 
in Chinese 18 Oct 93 p 4 


[Article by He Chuan: “China’s Legal Counsel System To 
Be Reformed in Significant Ways”] 


[Excerpt] Since the legal counsel system was restored in 
China in 1979, over 4,200 law offices have been estab- 
lished; over 410 of those are not covered by the state’s 
personnel plans. There are 50,000 lawyers in practice; over 
20,000 of those are full-time lawyers. Foreign and overseas 
institutions have established 41 agencies in China; China 
has established two law offices in foreign countries or 
outside China. However the development of the legal 
counsel industry ts still unable to meet the demands of the 
reform and opening up and the system of socialist market 
economy. The prominent problems are that the number of 
lawyers is insufficient, that their quality should be 
improved, and that the relevant regulatory work should be 
perfected. 


According to reports, currently the number of full-time 
lawyers in China represents only 0.003 percent of the total 
population of China. Among the over 5 million enterprises 
nationwide, only 140,000 have hired lawyers to serve as 
permanent legal counsels, accounting for 2.9 percent of the 
total number of enterprises. In 1992 courts of law at 
various levels nationwide adjudicated 2.07 million civil 
cases, but litigants were represented by lawyers in only 
210,000 cases, 10 percent of the total. There is even less 
involvement of lawyers in economic activities involving 
foreign entities. At the same time there is a lack of lawyers 
“conversant with three things” who are conversant with 
law, economics, and foreign languages. Those with doc- 
toral or master’s degrees in law only account for 0.8 
percent of all the lawyers, and those with undergraduate 
law degrees account for only 20 percent of all the lawyers. 


At the national discussion meeting of directors of depart- 
ments (bureaus) of justice held in June this year, reforming 
legal service work, especially legal counsel work, was the 
central topic. The development goals regarding legal 
counsel work proposed by the meeting were the following: 
“Increase the number of lawyers to 75,000 during the 
Eighth Five-Year Plan, with 50,000 of those lawyers being 
full-time lawyers; have one-third of the law offices become 
specialized. Increase the number of lawyers to over 
150,000 by the end of the century, with 100,000 of those 
lawyers being full-time lawyers; achieve a fourfold increase 
in the number of "conversant with three things“ lawyers 
over the present level. Under the precondition of ensuring 
service quality, the scope of legal counsel activities wil! be 
vigorously expanded so that they can infiltrate all indus- 
tries in society and all sectors of society. [passage omitted] 


Situation of Aged in Rural Areas Viewed 
94C M0057A Beying ZHONGGUO SHEHUI BAO 
in Chinese 15 Oct 93 p 3 


[Article by Wang Ruoyi: “I Boldly Ask, Where Is the Way 
Out?—The Current Situation of the Aged in the Rural 
Areas and the Way Out”] 
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[Excerpt] [passage omitted] According to statistics from 
the fourth census, in China there are now 101.1 million old 
people at the age of 60 or older, representing 8.95 percent 
of the total population. In this regard, there are over 78 
million old people in the rural areas, accounting for over 
78 percent of the total number of old people. Basically old 
people in the urban areas all have pensions, but old people 
in the rural areas, except over 2.6 million five-guarantee 
old people and over | million old people who receive 
regular subsidies or reliefs, are mostly supported by their 
families. With the development of the market economy 
and changes in people’s values, the practice of families 
supporting the aged faces serious challenges. Through 
several months cf investigation in rural areas, this author 
has discovered that in the rural areas there are ongoing 
gradual changes in the status and psychology of the aged 
and in people’s views on the practice of families sup- 
porting the aged. 


The status of the aged: declining daily. As traditional 
agricultural operational modes and farming techniques are 
regarded as insignificant or negligible in the eyes of 
modern science and technology. as the properties 
bequeathed by old people to the next generation are 
decreasing gradually, and as old people are weak or sick... 
in the rural areas the status of old people in their families 
are being weakened. There is also no lack of disputes and 
conflicts over the issue of providing support; there have 
been occasional suicides committed by people who got 
tired of living because of failing to receive respect and to be 
given their due rmghts and interests; deaths caused by 
maltreatment by the children or grandchildren are not 
unheard of. Thus old people in the rural areas have lost 
much of the patriarchal authority that they enjoyed in the 
past, and are living in ever deteriorating conditions. 


The psychological state of the aged: ever increasing worries 
and fears, and a growing sense of loss. Because of the 
effects of the actual environment, many old people have an 
inferiority complex: “Old, useless; it 1s meaningless to 
live.” They do not see their own value, lament the misery 
of old age, and have lust confidence in life. Old people of 
this category tend to be despondent, depressed, and with- 
drawn. At the same time, they often have great fears, 
fearing that they will not be supponed when alive, will 
have no money to see a doctor when sick, and will not be 
buried when dead. As they become old and weak and 
gradually leave the “frontline” of labor, many old people 
experience imbalances with regard to some of their psy- 
chological needs; they become fussy about vested interests, 
and try hard to maintain their previous status. However, 
the results often go in a direction opposite to that intended 
and are against their wishes. Old people of this category are 
the most prone to have conflicts with their children and 
environment. In general old people in the rural areas do 
not have excessive desires relating to living. Especially, in 
economically underdeveloped regions many old people 
only want adequate food and clothing. 


The idea that old people are to be supported by their 
families: fading daily. The Chinese family has long per- 
formed the function of supporting the aged. However, with 
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the development of the market economy and changes in 
people's views, the traditional extended family is shrinking 
daily, and as a result there have occurred new problems in 
regard to families’ supporting the aged: The first is the 
increase in the number of nuclear families, an increase 
which has weakened the family’s role in supporting the 
aged. According to the fourth national census conducted in 
1991. the average household has 3.96 persons. According 
to surveys of families of young people conJucted in Beijing 
and Sichuan, 90 percent of those surveyed want to live 
apart from old people. The second is the emergence of the 
“4:2:1" population distribution, which has a negative 
impact on families’ supporting the aged. The proportion of 
single children ts not large in the rural areas; nevertheless, 
with the extension of life-span and marriages between 
singie children, objectively it is not only difficult for rural 
families to shoulder the economic burdens relating to the 
supporting of the aged, but also difficult for them to 
provide living-related care and spiritual comfort. 


The living conditions and psychological state of the aged 
and the weakening of the idea that families are to support 
the aged in the rural areas are having shocking and moving 
effects on the middle-aged generation in the rural areas. 
[passage omitted] 


Daily on How Parents View Private Schools 


94C M00S7B Beijing GUANGMING RIBAO in Chinese 
21 Oct 93 p 3 


[Article by Zhang Zhiyi and Chen Lejia: “A Survey of 
Students’ Parents on Private Schools”] 


{Excerpts} Since the beginning of last year there has 
occurred a fever of establishing private schools nation- 
wide. According to incomplete statistics of the State Edu- 
cation Commission, there are 20,000 non state-run schools 
including private schools; there are over 1,600 non state- 
run primary and secondary schools including private 
schools, over 13,800 kindergartens, and 10 institutions of 
higher education. Take the example of Beijing. Since 1979, 
the number of non state-run schools has increased to over 
1.200. of which 126 are non state-run secondary and 
primary schools, including over 10 private schools. There 
are 40 non state-run institutions of higher education. The 
remaining ones are mostly non state-run schools of adult 
vocational education of various kinds. Thus, from an 
overall perspective, in China, both non state-run and 
private schools have now achieved substantial develop- 
ment, but their share of the education sector is very small 
in terms of quantity, scale, and enrollment. Nevertheless, 
their emergence, and especially their restoration in cities, 
has stirred up strong reactions in society. However, how 
has society actually reacted to private schools? How do 
parents of students understand the phenomenon? How 
large are the source of students and the market? What are 
their development prospects? What is the policy attitude of 
the party and government? These are questions which have 
caused extensive attention from all sectors of society. In 
order to objectively answer the aforementioned questions, 
the China Social Survey Institute of Beijing, commissioned 
jointly by the Central Institute of Educational Science and 
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the cultural and educational office of the Beijing Munic- 
ipal Government, conducted a questionnaire survey of 
students’ parents in the Beijing area. [passage omitted] 


The main subjects of this survey were parents of children 
and young students. In terms of occupation, they are 
mainly workers, scientific and technical personnel, govern- 
ment agency cadres, teachers, and management cadres, 
with a few of them being self-employed workers and 
servicemen. They are mostly 35-45 years old; 211 of them 
have received a college education or more: 119 have 
received lower-secondary education or less; the per capita 
household income for 265 of them is under 200 yuan. 


According to the survey, 89 percent of those surveyed are 
paying attention to the phenomenon of private schools in 
China; 69 percent believe that it is necessary to develop 
private schools in China; over 22 percent believe that 
private schools are establ:shed to serve the rich. This ts the 
impression on society created by the high tuition currently 
charged by private schools. 


With regard to the goals pursued by private schools, 62 
percent of those surveyed believe that it should be to 
provide high-quality education with special characteris- 
tics. Specifically, the expectations of those surveyed 
regarding private schools are ranked as follows: “Nur- 
turing students’ capabilities,” “high competence in for- 
eign languages,”’ “‘developing students’ unique 
strengths,” “developing students’ personalities compre- 
hensively,” “high test-taking capability.” and “good 
material conditions.” 


There are large differences among those surveyed in their 
understanding of the issue of having private schools pro- 
vide nine-year compulsory education: Of those surveyed, 
73.3 percent believe that nine-year compulsory education 
should be mainly provided by government-run schools, 
but that private schools should not be prohibited from 
providing such education; 32.3 percent believe that nine- 
year compulsory education should be run by the govern- 
ment, and that private schools should be prohibited from 
providing such education. Many of those surveyed gave no 
answers or contradictory answers to that question. At the 
same time, 53 percent of those surveyed believe that there 
should be private institutions of high education, and 50 
percent believe that there should be private schools pro- 
viding vocational and technical education. 


With regard to the demand for private schools in general 
and demands for private schools of various levels in 
particular: Eighty-eight percent of those surveyed are not 
planning to send their children to private schools, 42.9 
percent of those surveyed believe that there is no need to 
send children to private schools since there are many 
public schools; 27 percent cannot afford private schools 
because private schools’ tuition is too high; and 18 percent 
do not actually know the educational quality of private 
schools. Meanwhile, 7.5 percent of those surveyed are 
looking for appropriate private schools. 


The demands for the various categories of private schools 
are as follows: Thirteen percent are planning to send their 
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children to expensive, well-equipped private kindergar- 
tens; 8.7 percent are planning to have their children start 
attending private s.nools at the elementary school stage; 
33.9 percent are planning to have their children attend 
private upper-secondary schools; and 21 percent are plan- 
ning to have their children attend public universities as 
self-financed students. 


Views on private schools’ tuition and use of funds: Of 
those surveyed, 18.7 percent believe that charging high 
tuition is a means used by school operators to make profits 
and should be forbidden; 26.7 percent belicve that funds 
for operating private schools should be secured through 
other channels, rather than through charging high tuition. 
Thus those answering in the above two ways together 
account for 45.4 percent; that is, nearly half of those 
surveyed do not approve of private schools’ charging high 
tuition. Of those surveyed, 37.2 percent believe that pn- 
vate schools should be allowed to charge high tuition as 
long as they use the money to improve teaching and 
learning conditions. 


With regaid to the ability to afford the tuition charged by 
private schools: Nearly half of those surveyed do not 
approve of private schools’ charging high tuition. Specifi- 
cally, over 90 percent of those surveyed believe that they 
can only afford relatively low tuition. Only 4.8 percent can 
afford tuition amounting to over 5,000 yuan, and only 4.8 
percent can afford tuition amounting to over 10,000 yuan. 
People in those two categories together account for 9.6 
percent. This shows that while some in China have become 
rich, they are still a minority, and that even fewer people 
can afford high tuition. The survey also shows that approx- 
imately 7.74 percent of the 488 people surveyed enjoy per 
capita monthly income of over 500 yuan (for various 
reasons Statistics on per capita income cannot be made 
very accurate). 


Understandings and policy suggestions regarding the 
nature of private schools can be summarized as follows: 


1. Of those surveyed, 70 percent believe that the funda- 
mental difference between private and public schools 1s 
that private schools are established by private citizens, 
gather their own funds, and charge tuition, while public 
schools are run by the government, depend on state 
appropriations, and charge smal! fees. However, both 
kinds of schools should implement the state’s educational 


policy. 


2. Of those surveyed, 65.7 percent believe that private 
schools should not make profit-making their purpose, and 
that their only purpose should be to nurture trained 
personnel. 


3. Of those surveyed, over 80 percent believe that returns 
produced by private schools should be used to improve 
teachers’ and employees’ benefits and to reward out- 
Standing students and teachers, rather than reaped by 
school operators or investors. 


4. Of those surveyed, 73.1 percent believe that government 
agencies in charge of education should exercise macro- 
level regulation and control over private schools such as 
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with regard to requirements concerning the establishment 
of schools and principles guiding the schools, and that 
especially there should be macro-level control over tuition 
levels which should not be free from limitations. [passage 
omitted] 


Agriculture Daily on Rural ‘Rash Marriages’ 
94CMO0S8A Beijing NONGMIN RIBAO in Chinese 
9 Nov 93 p 2 


[Article by Yuan Ye: “A Worrying Situation Regarding 
‘Rash Marriages —Scanning for the Phenomenon of Get- 
ting Married Not in Accordance With the Law™} 


[Excerpt] In many parts of the Chinese countryside, in 
recent years the phenomena of getting married not in 
accordance with the law and rash marriage have been 
widespread and growing yearly. The numerous marriages 
which are called “rash marriages” are often farces, rather 
than comedies. and some end up as tragedies. 


According to surveys and statistical analyses of two coun- 
ties in a region, from 1990-1992 as many as over 5,300 
rural young couples got “married” without getting mar- 
riage certificates. Over 80 percent of those cases were in 
the category of rash marriages. There are all kinds of causes 
and models of rash marriages: 


Boldly Marching Forward—Elopement 


The Li family and Wu family had been neighbors for many 
years. The two wives were not on good terms, and often 
quarreled over trifle things such as goats’ eating wheat and 
chickens’ eating vegetable. Unexpectedly, 18-year-old Xia- 
olan of the Wu family and 20-year-old Zhuzi of the Li 
family fell in love with each other and secretly decided to 
get married some day. After finding out her daughter's 
secret, Xiaolan’s mother absolutely refused to give 
approval to the marriage. In order to shift Xiaolan’s 
affection away from Zhuzi, she asked all sorts of people to 
serve as go-betweens. Finally, she found a carpenter of a 
construction team in another village who was six years 
older than Xiaolan and arranged for a meeting between the 
carpenter and Xiaolan at the Wu house on an auspicious 
day five days later. Xiaolan understood that her mother 
always meant what she said, and thus had to pretend to be 
obedient. But secretly she and Zhuzi had already made 
plans. On the morming of the day when the carpenter 
would come, the two young people disappeared together. 
The exasperated mother of Xiaolan demanded the Li 
family give back her daughter, crying. The Li family 
looked for her at all their relatives’ and friends’ homes, but 
failed to find her. Three days later. Xiaolan’s mother again 
charged into the Li house and smashed the pots, bowls, 
ladles, and plates. How could the Li family tolerate that? 
Thus, first the two women got into a tussle, and then the 
two men also got into a fist fight. Then members of the 
clans that the two families belonged to respectively also 
rushed to the scene. with some wielding clubs. It seemed 
that a fight between groups using weapons was imminent. 
Fortunately the township postman arrived at that 
moment, delivering a registered letter to the Wu family 
from Xiaolan posted at the county seat. The letter said: 
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“Dear parents: Because of pressure from you, I and Zhuzi 
already got married on the auspicious day selected by you 
When vou receive this letter. we will already be far away. 
and vou will not be able to find us. Only when you are on 
liv terms with the Li family will we come back to 
fter hearing the content of the letter, Xiaolan’s 
y collapsed. The club-wielding people now 
what had happened. and gradually dispersed. 


In a township in a county, there were nearly 60 cases of 
year. Among those cases. aside from a 
{ bigamous marriages between marned people 
and third parties. there were cases of clopement caused by 
parents efforts to arrange marriages like the case of 
Xiaolan and Zhuzi. as well as cases of elopement caused by 
faslures of consanguineous!y related couples to get mar- 
tage certificates. Some young couples eloped not because 


bstacies to them love relationships. but because they 


or ant ~ 
elopement in one 


had fallen in at the first sight and decided to elope. 
fearing that things might change. Among those young 


people who cloped. some would conduct “guernila™ oper- 
ations loca and some wou'd go to work in Being. 
Shangh r Guangdong. As long as they have money and 
identity cards. and are thus able to nde trains and eat. they 
an find “nuptial chambers” anywhere. It 1s difficult to 
redict when cloping couples would return. Some would 
' Some would already have 
r children when they return. There have also been cases 
ch parents fel r even commutted suicide for 
fatling to have anv information about their single children 
after ihe: clopement. Despite all this those young people 
' want to clope would still “boldly march forward” 


> 
rg? rr ,7 qr ° nevm"n wens 


“Do Everything for the Sake of Love”—Getting 
Married by Buying “Wives™ 


ll-known bachelor. He was short and 
ugly. and was thus jokingly called “Wu Dalang of the Zhu 
fami'y. However he was not so lucky with regard to 
alang. and had not been able to find a wife 
over ¥). It so happened that Zhu 


when ne Was aireacy 


Long was :z n'y child. and his parents. who were over 60 
were especially anxious. They begged people to heip their 


" 


son find a mate: “No conditions. Any woman who can bear 


children would be acceptable'” One day two years ago. a 
middic-aged woman came after hearing that. and intro- 
duced her “sister.” only 20 vears old. to Zhu Long as his 
prospective wife. After getting 8.888 yuan in “cash gifts.” 
the middic-aged woman quictly left. The girl who stayed 
behind came from a poor mountainous region in a South- 


west province. Although she herself was an ugly “Cinder- 
at 


ella.” st rst into tears and wanted to leave that evening 
when she realized that she had been sold through decep- 


tion to the short man in front of her and was to become his 
wife. Zhu Long’s gray-haired mother even knelt down in 
the girl. begging her to stay. and pledged to treat 
wn daughter. After the girl stabilized a bit 
emotionally. Zhu Long. who was on fire. carned her into 


An important reason why crimes of abducting women have 
not been eradicated in society despite being prohibited 1s 
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that there 1s a “market.” Som a 

the countryside who have difficulty in finding mates are 
willing to get marned through buying “wives.” According 
to reference maternal. in a township somewhere as 

10 bachelors bought “wives” within two years 


Poor People’s Children Become VI: thers Early 


In most of the cases of rash marnages without gong 
through registration procedures according to the law 
women involved became brides when still under the leg2 
marriage age. Of those women. over iwo-filths were under 
18 vears oid. and the youngest were only 16. Many of those 
young giris who were married to older young men dic 3O 
because their families were very poor. while they 1 

selves wanted to be mch. Early marriages lead to carly 
births. “They become mothers when 17 or 18 vears old- 
The physical and mental health of many of them have been 


adversely afiected. in a village a giri named Quaozhen, wr 
got married through clopement. became pregnani with 
b ther of 


TWINS 42S SOON 4S She Ol Married. anc became ihe r 
t: ~ children before she was 18. Her physical conditions 
dexisorated gradually because of the resultant burder 
She. previously strong physically. became 2 bag of bones 
and later even became habitually ill. suffering from severa 
chronical diseases 


The Flower of Love Can Also Produce Bitter Fruits 


Tang and Xu were cousins as their mothers were sisters 
Xu. whose parents had died carly. grew up im her aunt's 
houschold. while attending school. She fell im lowe with her 
cousin. Tang. during childhood. The chairperson of the 
women’s association of the village saw signs. and reminded 

, 


Tr 


them that they “can only be cousins. bul not a couple.” But 
they could not stop loving cach other. and eloped after 
their application for getting marred on 2 selected d2y was 
turned down by township and age cadres. They got 
marred in Shanghai. Next vear gave birth to a 
deformed boy with a smal! bead and laree cars. who ded 
before one month old. Then. as her second birth. she gave 
birth to a gir) who was deforn n th a 


then did the voung coupie come to believe thai 
relatives should noi be married to cach other In the face of 
the bitter fruit produced by the emotion-hased love flower 
they wanted to cry. but had no tears 


In some geographically remote places. a laree portion of 
the rash marriages are in ihe category of marnag 
close relatives. The poorer and more remote a piace 1s. the 
more unwilling the people there are to bel nm SCIEN 
Quickly Married and Quickly Divorced 

In a family formed by rash marrage. there 1s usually a lack 
of a basis of decp affection between the hushand and wife 
After getting marned or afiecr giving birth to a child. the 


two tend to have disputes between themselves becaus 
differences on marned life. houschold chores. and rela- 
tuuons with other people. resulting ights arving 
intensitv. The warmth thal was present alt the trme of 
gectting marred rashiy would be gradually reduced. The s+ 
above the smal! family which was once clear would become 
‘cloudy or overcast.” “You and | have not ¢ roug 
marriage registration procedures forma nany case. wh 
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cares if we ect divorced’ Many families formed by rash 
marnages are also dissolved rashly. In one town. among 
the 14 “famulies™ which have been dissolwed because of 
rash marnages. the couple which lasied the longest lasied 
only five vears. and most of the couples cach lasied only 
around two vears. Those marnaecs were called marriages 
charactenzed by being quick in three aspects (brooming 
acquainted quickly. getting marned quickly. and grtting 
divorced quickly) “Yhen a giri who had got marned 
because of her pregnancy discovered tha’ ner husband had 
other conduct problems. she resolutely bad an abortion 
and got divorced only usree months after getting marned 
This was truly a case of quick marrage and quick divorce’ 
L nexpectedly. People Cot Killed 

The cases a: which rash marriages result in divorces are 
not the most tragic ones. There have also been cases 
resulting in crime-of-passion murders. The “outsider girl.~ 
Chuanyvun. got marned to 38-year-old Gao Hu through 


advertisement when she was 19. Although she came to the 
coastal areas from the hinterland. differences im language 
and living habsts did not dimmush tte happiness enjoyed 
by the newly marned coup, and she gol used to things 
there after a year or so. What caused unhappiness was the 
lange age difference. for the two were not of the same 
generation im the fimal analysis. After coming to the 
prosperous coastal areas from a poor mountain regoon. she 
guickly adapted to the new tides of reform and opening up 
She became fond of fashsonable clothes. liked socsalizing. 
and spent money freely. At the age of nearly $0. be was 
very tradstsonal im hss views and personality. As a result 
the two often quarreled with cach other or even got imto 
fist fights. Later, leaving the child behind, Chuanyun 
eloped and got marned to a man from a neighboring 
village. Unable to contro] hrs anger. in the end Gao Hu 
killed Chuanyun and wounded his nval im love with 2 
kuichen kmsfe. and then be commutied susode by swal- 
jowing porson. [passage omustied) 


F 
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Journal Views PLA Navy’s Future 

93CMO0S01A Hong Kong CHUNG-KUNG HAI-CHUN 
SHIH-LI [CHINESE COMMUNIST NAVAL FORCES] 
in Chinese Jun 93 pp 155-64 


[Text] PLA Navy Status Elevated 


During the Fifth Plenary Session of the Thirteenth Central 
Committee of the Communist Party of China (CPC) held 
in Beijing in November 1989, the Military Commission of 
the CPC Central Committee underwent a reorganization 
in which former Deputy Secretary General Liu Huaqing 
took up the post of vice chairman, ranking only under 
Party Chief Jiang Zemin and Military Commission First 
Vice Chairman Yang Shangkun, and becoming an impor- 
tant figure in the military reflecting Deng Xiaoping’s 
influence and power. 


In 1982, after rising to the position of PLA Navy Com- 
mander, Liu Huaqing agressively resolved issues left over 
in the Navy from the period of the Cultural Revolution 
and caused Navy development to be brought into the 
sphere of modernization. Since he received a formal Naval 
Academy education, he was placed in CPC military scien- 
tific research insitute work for many years, which caused 
him to strongly adopt naval development policies and 
methods utterly different from those associated with 
ground force concepts, and advocate a blue-water fleet 
orientation toward development of the Navy while simul- 
taneously emphasizing the application of achievements in 
scientific research. During his tenure as Navy Com- 
mander, the PLA Navy on numerous occasions organized 
vessel groups and naval air force aircraft to conduct 
blue-water training, resulting in a great improvement in 
combined fighting ability. The present PLA Navy Com- 
mander, Vice Admiral Zhang Lianzhong, is also a faithful 
advocate of Liu Huaqing’s blue-water navy concept. One 
aspect of Liu Huaqing’s rise to the post of vice chairman of 
the Military Commission of the CPC Central Committee is 
the fact that, because he is a man of the ‘2nd Field Army’ 
system, even if Deng Xiaoping ‘announces his retirement,’ 
there is still a man within the military who will give full 
play to Deng’s influence; a second aspect is that he displays 
the CPC’s emphasis on development of the Navy. 


Since the importance of exploiting open ocean resources in 
order to develop the national economy is becoming 
increasingly more evident, and every lost island and reef in 
the Spratly Islands remains tu be recaptured, adding to 
these the Taiwan issue, the position occupied by naval 
power in overall CPC strategy is becoming increasingly 
important. 


A Look at the Spratly Islands 


Early in 1988 a CPC publication published an article titled 
“Spratlys: What Have They Told Us?” The author of the 
article heavily emphasized the importance of the strategic 
position and economic value of the Spratly Islands, 
strongly advocating the development of a navy with the 
ability to respond when challenged: 
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“Today’s Spratlys are already surrounded by various polit- 
ical, military, and economic factors that make them an 
area on which common people focus. 


Today, we’ve lost the Spratlys, implying that we will be 
unable to even adequately adopt measures to control the 
spread of hegemonism and safeguard peace in the Asian/ 
Pacific region. 


Today, we’ve lost the Spratlys, implying China’s sea 
defense in depth will be reduced by several hundred 
nautical miles, which may bring about limitation on the 
Chinese people’s economic and military activities in the 
South China Sea. 


Therefore, regardless of whether judged from the reality of 
the threats and challenges with which we are confronted, or 
the geographical conditions of the South China Sea and the 
latent possibility of conflict, or whether judged from the 
strategic significance of controlling the Spratlys maritime 
area, China must have, in the South China Sea, a navy that 
is suited for the requirements of combat and definitely 
capable of fighting on the open sea.“ 


Blue-Water Fighting Capability Still Very Weak 


During this past decade, the PLA Navy has become 
Stronger and has truly made remarkable progress. At 
present, the PLA Navy has approximately 20 guided- 
missile destroyers (the majority of which are of Chinese 
‘O51’-type design and construction); approximately 40 
escorts, the majority of which are equipped with guided 
missile armament; and approximately 120 submarines, 
including nuclear-powered submarines. These warships 
have unexpectedly become the PLA Navy’s leadership’s 
concept of making the Navy ‘move toward blue water.’ 
Newly-built fighting vessels’ design characteristics are still 
focused on a coastal, as opposed to fighting, orientation, 
and their open-water fighting capability appears to be 
somewhat less than ideal. 


Aircraft Carriers and Open-Water Air Superiority 


As concerns the CPC’s desire to build aircraft carriers, for 
a while during the early 1980’s, rumors concerning verti- 
cal/short takeoff and landing aircraft (V/STOL) mini- 
aircraft carriers especially caught the interest of overseas 
observers. Both the CPC and Great Britain seemed fairly 
enthusiastic about the purchase and sale of Sea Harrier 
combat attack planes suitable for mini-aircraft carriers 
(straight-deck cruisers), but all along it was a matter of 
‘only hearing the sound of the stairs and not seeing anyone 
come down.’ It is worth noting that, during the time the 
rumors concerning the CPC’s desire to purchase ‘Sea 
Harrier’ combat aircraft to equip domestically-produced 
mini-aircraft carriers gradually died out, two events took 
place: First was Britain’s war to recapture the Falkland 
Islands, which exposed the mint-aircraft carrier’s weak 
points, such as too few shipboard aircraft and incomplete 
functioning of this type aircraft; thus, it could not very 
effectively rise to the role of fleet defense, precisely 
because this type of vessel cannot carry the early warning 
radar aircraft posted on traditional aircraft carrier's, ren- 
dering the Imperial Navy's Sheffield destroyer unable to 
detect at maximum range inbound Argentine combat 
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aircraft and thus, without her guard posted, she was sunk 
by Argentine Navy Exocet guided missiles. This could be 
the reason behind the CPC’s significant new consideration 
of whether or not to develop straight-deck cruisers. The 
second incident was the CPC’s purchase of a retired 
Australian Imperial Navy Melbourne aircraft carrier, 
which was towed to Guangzhou for dismantling. Although 
it is said that much of the equipment onboard the Mel- 
bourne vessel had been removed prior to the ship being 
turned over to the CPC, it is still an object that could 
provide the PLA Navy with a reference in the study of 
traditional aircraft carriers. 


Is the PLA Navy truly in the process of developing aircraft 
carriers? An article entitled ‘The Chinese Nation Needs 
Sea power’, published in the 17 March 1989 issue of 
JIEFANG JUNBAO, provides an obvious clue: 


*..only by controlling the open seas, assuming mastery 
with resident sea power, only then can exploit and utilize 
the oceans, develop sea trade and make the nation pros- 
perous and flourishing.’... 


The People’s Navy, established on the eve of the birth of 
New China, progressively developed great strength in 
combat and has already been built into a multi-armed, 
newly modernized offshore defense force. However, to this 
day, it lacks sufficient means and ability to defend China’s 
vast ocean territory and coastal areas. If China is to be 
regarded as a great sea power, we cannot manage the Navy 
with both feet planted on the mountain and both eyes 
staring at the land; we cannot only see the coast, for if we 
cannot see the South China Sea, we certainly cannot see 
the ocean. 


Since the emergence of carrier-based air forces in the early 
part of this century, practice repeatedly proves: Without 
maritime air superiority there is no command of the sea; 
command of the sea and maritime air superiority have 
already become a unified entity. Carrier-based air forces 
are the main body of naval air forces, and aircraft carriers 
are their indispensable ocean-going mobile bases. Whether 
or not we want aircraft carriers is not only a matter of 
equipment construction, in the final analysis it is a matter 
of whether or not we want maritime air superiority, and 
specifically, whether or not we want sea power. 


It can be seen from this article, published in the newspaper 
that is the CPC’s military mouthpiece, that the firm 
majority of CPC military insiders hold a view that requires 
the development of aircraft carriers. 


It is a matter of fact that China’s coastline is very long and 
coastal islands and islets are scattered all over like stars in 
the sky, all the South China Sea islands are situated at a 
great distance from the mainland and the surveillance 
umbrella for coastal-based air forces is very difficult to 
completely cover; thus was created for intruders an oppor- 
tunity that can be exploited to the point of being brazen, 
just as in the present Nansha situation. In all of the 
altogether mo. than 230 islands, islets, reefs, shoals and 
sandbars among some 32 main islands, there are 31 that 
have already been occupied by Vietnam, the Phillipines, 
and Malaysia, with only one (Taiping Island) in the hands 
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of the Taiwanese government. If aircraft carriers are not 
developed, there will be no insurance of air superiority on 
the seas, and no effective recovery of lost land and protec- 
tion of territory. 


A Variety of Difficult Issues 


Concerning what has been said by the CPC, although there 
can be no doubt of the necessity of developing aircraft 
carriers, building this type of colossus from beginning to 
end is no trivial matter and there are very many related 
issues, for example, funding construction technology, car- 
rier-borne equipment manufacturing technology, prepara- 
tion of suitable carrier-borne aircraft, and skill levels of 
shipboard operators; and these are by no means isolated 
issues. 


First, from the perspective of funding, while an investment 
in preparing aircraft carriers, unlike nuclear weapons, is 
small, a high-ranking CPC military official, discussing 
‘reducing and reorganizing’ the cutback of military expen- 
ditures that will release one million servicemen, said it was 
‘still not enough to build one aircraft carrier’! This state- 
ment is truly not an exaggeration. The CPC at present 
wants to reorganize the economy and the 1993 defense 
budget totals almost 42.5 billion yuan, so wanting to cut 
into this large sum of money while expanding fundiny of 
aircraft carrier development is easier said than done! 


One can see, from the perspective of construction tech- 
nology, that the CPC shipbuilding industry should be able 
to fulfill its desire to build a 500-to 700,000-ton aircraft 
carrier hull. However, with the CPC’s current industrial 
technology standards, it is difficult to completely supply 
the shipboard radar, navigation equipment, electronic 
instruments, and propulsion and electric power systems; 
however, if there is a desire to import from Western 
nations, there is again the influence of punishment by 
these nations’ sanction activities, so the situation may not 
necessarily be completely in the hands of the CPC. 


When Will CPC Aircraft Carriers Confront the World? 


Of the fixed-wing aircraft currently manufactured and 
outfitted for the CPC armed forces, none are suitable for 
operations on an aircraft carrier. Also, the F-8 II combat 
plane, known as the ‘most advanced Chinese-built’ air- 
craft, is built at the technological level of the late 1960's. 
From this rate of development progress, one can see that 
the CPC aviation industry must, within the next five years, 
produce a new generation of combat/attack aircraft suited 
for operation on aircraft carriers such as the U.S. Navy’s 
McDonald-Douglas F/A-18 Hornet or even the Taiwan 
Aviation Development Center’s Jingguo—production of 
these would be an excessively optimistic estimate. One 
must know that aircraft carriers carry not only combat and 
attack aircraft, but also have early warning aircraft, anti- 
submarine patrol aircraft, electronic warfare aircraft, 
reconnaissance aircraft, and refueling aircraft. Therefore, 
one wants to say that the CPC may have to consider 
purchasing aircraft from foreign countries, but in the first 
place, there is the influence of punishment by Western 
nations’ sanction activities and in the second place, the 
CPC is not willing to again import finished primary 
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weapons of war from foreign countries, as officials in 
Beijing have on numerous occasions stated ‘We cannot 
purchase defense modernization from foreign countries.’ 


As for the skill levels of aircraft carrier operating per- 
sonnel, the CPC news media recently introduced its 
Navy’s ‘Flying Captain Team,’ which revealed that the 
PLA is in the process of training a group of officers who 
could in the future assume the duties of aircraft carrier 
captains. But what about the skill level of personne’ 
working under the captains? We do not have sufficient 
information to hazard a guess. One aircraft carrier’s per- 
sonnel allocation exceeds 1000 men and the PLA Navy 
needs 2-3 carriers, so the CPC needs to determine how to 
turn out this group of skilled soldiers and needs some time 
in which to do it. 


From this it can be seen that, even if the CPC’s develop- 
ment of aircraft carriers was a matter of necessity, formal 
organization of its first aircraft carrier, due to sequence 
constraints, should be a matter of at least over 10 plus 
years. 


The PLA Navy’s Marine Corps 


The Marine Corps is also an important element in Liu 
Huaqing’s concept of a ‘blue-water navy.’ From 1982- 
1987, during Liu Huaqing’s tenure as commander of the 
PLA Navy, development of the Marine Corps also 
received a high degree of emphasis, even being recognized 
as ‘the Army within the Army, the spirit of the soldier’s 
soul.’ To produce a crack, special-type unit, the weapons 
with which the Marine Corps is equipped are fairly 
advanced, including equipment having laser range finders, 
63-series amphibious tanks carrying new armor-piercing 
rounds, 77-series (copy of the Soviet BTR-50) amphibious 
armored personnel carriers, which the U.S. Army 
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appraised as having ‘excellent fording performance,’ the 
Red Arrow 73 antitank guided missile, the 85-series 
silenced assault rifle, and the 85-series sniper rifle. For 
carrying the Marines in their assigned missions, the PLA 
still has domestically-developed 072-class Zhoushan tank 
landing craft; this type of landing craft was used to 
transport goods and materials used in the construction of 
Spratlys water temperature, reef and open-water observa- 
tion platforms, and moreover can be used to transport the 
PLA Marine Corps to defend the Spratly’s islands and 
reefs. In addition to landing craft, the PLA has also 
assimilated U.S. Navy Marine Corps helicopter air assault 
tactics, and one regularly sees Soviet-built Mi-8 helicopters 
transporting Marines conducting maneuver training on 
CPC propaganda media. 


Future Prospects 


One can predict that, in the next five years, PLA naval 
power will be expanded by a fairly large extent, its equip- 
ment design will concentrate on second-generation attack- 
type nuclear submarines, successors to the 33-series con- 
ventionally-powered submarines; new 4000-ton guided 
missile destroyers and Huangshi guided missile escorts will 
be in production, and next-generation guided missile 
escorts, mine sweepers and submarines will be prepared 
for development and put into use; Marine Corps regula- 
tions may not necessarily allow for expansion, but 
weapons outfitting may again become even more modern; 
however, aircraft carriers, due to a variety of economic and 
technological issues and in addition the inability to 
develop and conduct coordinated operations of aircraft 
carriers escort groups (including air defense and anti- 
submarine cruisers or destroyers), an appraisal cannot be 
made within a short period of time; as for ballistic missile 
nuclear submarines, they should come under the aegis of 
the CPC’s strategic nuclear control system discussions. 
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Mainland Attracts More Taiwan Traders 


94CE0059A Hong Kong CHING CHI TAO PAO 
[ECONOMIC REPORTER] in Chinese 
No 36, 13 Sep 93 p 28 


[Article by Chang I (4545 1837): “Outlook for Taiwan 
Trader Investment in Mainland Continues Good”’} 


[Text] During the current period of economic readjust- 
ment on the China mainland, Taiwan traders have broken 
still new ground in mainland investment, the breadth and 
amount of their investment arousing attention. It is 
expected that Taiwan trader investment in the mainland 
will reach new heights. 


Unaffected by Mainland Economic Readjustment 


Statistics from the Taiwan “Ministry of Economic Affairs 
Investment Commission” show registration with the 
Taiwan authorities of a total of 10,000 Taiwan trader 
investments in mainland China toaling $3 billion as of 10 
June 1993. 


The China mainland recently instituted an economic read- 
justment policy, but this has not slowed Taiwan trader 
investment there. . The most recent statistics from the 
Taiwan “Ministry of Economics” shows 541 investments 
in the mainland as having been formally approved 
between January and July 1993. This is 264 more invest- 
ments, or nearly double the number approved in i992. 
Approved investment in the mainland during this period 
totals $530 billion. This is $250 million more, or double 
the figure for all of 1992. The China mainland is the single 
largest area for Taiwan trader investment both in terms of 
the number of approved investments and the amount of 
money involved. 


A few days ago, the Taiwan Mininstry of Economic Affairs 
Investment Commission again approved indirect main- 
land investments totaling more than $84 million, the 
largest amount so far. The total investment is close to the 
total investment in the mainland for the first half of 1992. 


Further Decontrol of Mainland Investment Projects 


Current Taiwan trader investment in the mainland is 
mostly in traditional industries. The most recent “Ministry 
of Economics” statistics show that most investment by 
export plants that use the mainland as an offshore produc- 
tion is concentrated in labor-intensive industries. This 
includes industries that produce shoes, hats, umbrellas, 
human hair, feathers, and artificial flowers, 60 percent of 
whose production is in mainland China. Between 20 and 
30 percent of business concerns accept orders in Taiwan 
for leather, fur and fur manufactures, stone, cement, 
porcelain and ceramics, glass manufactures, toys, and 
sports equipment that are then produced on the mainland. 


Reportedly the mainland is the main production base for 
25 percent of the electronic products, and 28.89 percent of 
the information and communications products that are 
respectively the second and third largest money earning 
goods for which Taiwan exporters accept orders. 
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Recently the “Ministry of Economics” decided on a large 
scale widening of textile industry investment in the main- 
land, investment projects of less than $5 million being 
exempted from screening requirements. At the same time, 
it increased by more than 300 the projects in which Taiwan 
traders may invest to including electronics, electrical 
machinery, and civilian industries, thereby bringing to 
4,100 the total number of projects decontrolled for main- 
land investment. Reportedly the principle used for 
screening these projects was as follows: | those for which 
the mainland has plentiful raw materials; 2) those that are 
labor-intensive industries in Taiwan; 3) industries little 
related to other industries; and industries that do not 
compete with Taiwan industries. Many of the products of 
these industries were formerly listed on the [fumianbiao 
6298 7240 5903] or required special licensing. Most of 
these were electronics or electrical machinery, and some of 
them were fairly low level products of the ten newly 
developing industries, such as the pharmaceutical industry 
and the biotechnology industry. 


Actually, the Taiwan authorities’ decontrol of these items 
for mainland investment is also a trend of the times. This 
is because numerous high technology enterprises are eager 
to invest in the mainland. Many companies in the elec- 
tronics industry, for example, are actively planning to 
invest in the building of plants on the mainland. Each 
project will require as much as NT$100 million, or even as 
much as NT$700 million to NT$800 million. Some com- 
panies have already set up outposts in Hong Kong or 
Singapore as the first step toward indirect investment in 
the mainland. Foreseeably, electronics and electronics- 
associated industries will gradually transfer their produc- 
tion bases to the mainland. 


Because large sums of money are required, the Taiwan 
Government has explicitly forbidden the construction 
industry to request approval to invest in the mainland. 
Reportedly, however, of the between 3,000 and 4.000 
construction investment businesses legally registered in 
Taiwan, approximately 200 are developing land on the 
mainland under the guise of being individual investors. 
Thus, one might say that there is no business tn which 
Taiwan traders do not invest in the mainland. This shows 
that the mainland “door” for Taiwan trader investment is 
opening wider and wider. 


More Than 40 Percent of Major Concerns Have 
Invested in Mainland 


Since the Taiwan investment climate has not improved at 
all, their hopes of investing at low ebb, entrepreneurs have 
hastened to invest in the mainland. Recently Taiwan 
TIEN HSIA magazine conducted a survey in question- 
naire form of the principal officers of nearly 1,000 large 
enterprises, 300 service businesses, and 100 large financial 
businesses. 


Survey results showed that the principal officers of 86.8 
percent of the businesses believed that labor problems are 
the biggest variable affecting investment in the island. 
They felt the second biggest factor affecting investment is 
clouded civil rights, uncertainties about political stability, 








42 TAIWAN 


and the correctness of the legal measures that the author- 
ities are using. The principal officers of 68.5 percent of 
enterprises are worried about the stability of the political 
situation. 


As many as more than 30 percent expressed no confidence 
in Taiwan’s future economic development, and 50.7 per- 
cent said that they would not invest, or that they would 
hesitate to invest, in the island in the future. Enterprises 
intending to invest in the mainland within the next three 
years totaled 41.3 percent. Clearly the mainland is an area 
on which major Taiwan enterprises look with favor for 
offshore development. 


No doubt, the recent mainland intensification of macro- 
economic regulation and control, and the acceleration of 
its financial reforms have had a substantial effect on the 
real estate industry, which relies on bank loans. Taiwan 
traders who have invested in mainland real estate have 
also encountered difficulties. For other business, however, 
the effect has not been great. Therefore, I believe that 
Taiwan trader interest in investing in the mainland will 
not be impaired, and that there is a good chance that the 
amount of investment there will increase greatly. 


Businessmen Review Investment on Mainland 


94CE0123A Hong Kong CHING CHI TAO BAO 
[ECONOMIC REPORTER] in Chinese 
No 40, 11 Oct 93 p 10 


[Article by Zhang Yi (4545 1837) titled: “Taiwan Busi- 
nessmen Look at the Investment Environment on the 
Mainland”] 


[Text] Since 1983, trade relations between China and 
Taiwan have grown more dynamic day by day, and this has 
meant continuous growth in investment by Taiwan busi- 
nesses on the mainland. However, when it comes to the 
investment environment on the mainland, Taiwan busi- 
nessmen have numerous views, and some have suggestions 
for ways to improve this environment. 


The Largest Investment Area for Taiwan Businesses 


Over the last several years, Taiwan businesses have con- 
tinued to increase their investments on the mainland. 
According to the latest published report of Taiwan’s “Eco- 
nomic Research Institute,” from 1983 until spring of this 
year, the grand total of Taiwan business investment on the 
mainland has exceeded $10 billion, and the number of 
firms investing is in excess of 12,000. Only last year, the 
overall total of Taiwan business investment in China had 
reached $5.54 billion, reaching the highest historical level. 
At the same time, it greatly exceeds the overall total of the 
past several years. Since the beginning of this year, the 
upsurge in Taiwan business investment in China has 
continued, and for three months running, it has exceeded 
$10.3 billion. 


With large numbers of Taiwan businessmen investing on 
the mainland, China has replaced the countries of South- 
east Asia as the largest investment site for Taiwan 
businesses. It is just as Taiwan’s BUSINESS TIMES has 
pointed out: “If the investment environment on the 
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mainland were not ideal, there would not be so many 
Taiwan businessmen forging ahead.” Public opinion on 
Taiwan considers that China’s attraction of capital from 
Hong Kong and Taiwan, which is much more than it is 
attracting from the United States and Japan, demon- 
strates that the mainland’s attraction of Hong Kong and 
Taiwan investment is to a substantial degree dependent 
on the convenience of a similar culture and similar race, 
and not because the mainland’s investment environment 
is very ideal. 


Current Problems 


In fact, Taiwan businessmen also believe that the invest- 
ment climate on the mainland has greatly improved in 
comparison to the past, but there are still a number of 
problems. They believe that the major issues involve 
several aspects: 


First, the mainland’s labor and land have the advantage of 
being cheaply priced, but the economy has a number of 
shortcomings related to instability, the major one being the 
result of a lack of experience in and ability to handle 
macroeconomic control. Though in terms of this aspect the 
mainland is working hard to study ways of overcoming the 
problems, a period of groping about for solutions will still 
be required. 


Second, the development of an industrial policy lacks 
consistency, a circumstance which results in a sizeable 
number of Taiwan b usinesses not daring to enter the 
mainland market. Taking automobiles as an example, the 
mainland must develop its automobile industry, and 
should not start with research and development, but 
should set about pursuing technical cooperation, and 
design and assem bly center type factories, and let others 
deal with handling satellite spare parts factories. 


Third, legal rules and regulations have not been perfected. 
For example, various local government leaders compete 
amongst thems elves using all manner of oral guarantees in 
offering favorable conditions. Continuation of these con- 
ditions, though relatively fa vorable, are called into ques- 
tion after the local administrative official is replaced. For 
this reason, the mainland should have a favorable policy 
that is explicitly stated in entirely legal terms, and be able 
to provide guarantees to Taiwan businesses. 


In addition, existing social phenomena such as low admin- 
istrative efficiency, rampant corruption, and poor public 
security are a Il serious obstacles to Taiwan investment in 
the mainland. 


Several Suggestions 


Public opinion on Taiwan believes, based on various 
individual factors and an overall judgement, that the 
investment climate on the mainland should be on a 
middle level in comparison with the other countries of 
Asia. For this reason, any gradual improvement i n the 
mainland’s investment climate, including Taiwan busi- 
nesses’ internal overseas enterprises all being able to be 
satisfied with the overall services provided by the main- 
land, is very important. 
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On this issue, Taiwan businessmen have several sugges- 
tions for improving the mainland’s investment climate: 


For instance, some Taiwan businessmen point out that the 
mainland should have a more clearly defined industrial 
policy. Because the mainland’s territory is so vast, and 
regional differences are very large, mainland authorities, at 
the same time as working out an industrial policy for the 
country as a whole, should also draft industrial policies 
suitable for local development that are in accordance with 
differing regional conditions. 


At the same time, the mainland must gradually open up its 
markets; for example, it should permit Taiwan businesses 
to establish trading, transport, large-scale wholesale, and 
retail enterprises on the mainland. This would be a great 
help in attracting Taiwan businesses to invest in China. At 
present, China’s industrial production strength is growing 
rapidly, but if China wants to properly handle opening in 
terms of the international market, then introducing 
advanced trading enterprises is quite essential. 


A large number of Taiwan businessmen believe that where 
the current mainland investment environment has room 
for the most important improvement is the need to have a 
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perfected system of legal rules and regulations. They 
believe that the use of legal methods for clearly specifying 
all major administrative decrees and administrative mea- 
sures would have the most direct effect on providing 
guarantees for Taiwan businesses. 


When it comes to social factors, Taiwan businessmen 
suggest that the mainland conscientiously carry through on 
anti-corruption measures and give every effort to reorga- 
nizing public security, and take strong measures against 
criminals. This approach will be beneficial to the goal of 
attracting Taiwan businessmen to invest. 


In addition, there are also those businessmen who propose 
that Taiwan’s past exchange rate liberalization policy has 
created substantial harm for export-oriented industries, 
giving industries no choice but to develop an outward 
orientation. For this reason, the mainland cannot easily 
carry out “exchange rate liberalization.” 


Undoubtedly, the opinions and suggestions of Taiwan 
businessmen stem primarily from their own viewpoints, 
but they are also something the mainland can consider, 
and draw lessons from. 
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Involvement of Triads in Local Politics 
94CM0063B Hong Kong MING PAO in Chinese 
2? Oct 93 p A2 


[Report by the investigative reporting group of MING 
BAO: “Ten Percent of the 1985 District Board Members 
Have Ties to the Underworld”] 


[Excerpt] In July this year the public security office sub- 
mitted to members of the Legislative Council a document 
explaining the draft statute on organized and serious 
crimes, stating that a current District Board member was a 
hit-man “bodyguard” in the underworld. However, the 
underworld’s infiltration of district boards may be far 
more serious than revealed in that document. According to 
a secret document submitted by the government to the 
Central Crime Eradication Commission in 1988, over 10 
percent of the board members elected in District Board 
elections in 1985 had ties to the underworld; but the 
government did not conduct similar investigations after 
1988 and 1991 elections to monitor the relevant situation. 


T’u Chin-shen, Legislative Council member and public 
security affairs spokesman of the Hong Kong Alliance, said 
yesterday that the relevant figures were shocking and asked 
why the government had not continued to monitor the 
developments in the following elections. He indicated that 
he would urge the Central Crime Eradication Commission 
to conduct further studies of the issue of the underworld’s 
infiltration of the boards. 


When interviewed by our staff reporters yesterday, some 
senior Legislative Council members said that they were not 
surprised at all by the underworld’s infiltration of the 
boards. What they were the most dissatisfied about was the 
fact that while the government had known very early on 
that 10 percent of the board members had had ties to the 
underworld, it had so far failed to let the public know, 
thereby indirectly helping the underworld forces grow in 
the boards through the 1985, 1988, and 1991 elections. 
Today they have become deep-rooted, and it is very 
doubtful whether they can be eradicated. More seriously, 
as board members with ties to the underworld have been in 
office for many years, how can the electorate not lose 
confidence in the boards. 


According to the Central Crime Eradication Commission 
document secured by the investigative reporting grcup of 
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this newspaper, in order to know more fully the back- 
grounds of the candidates in the district board elections in 
1985, the police studied the backgrounds of all those who 
nominated the 502 candidates at that time, and discovered 
that 68 of those candidates might have ties to Triad 
societies or organized crimes and that four candidates had 
been convicted because of organized crimes or triad activ- 
ities, including a Triad member. 


The document then points out that 25 of those candidates 
criticized for possibly having ties to Triad societies or 
organized crimes were elected, representing 10.5 percent 
of the 237 elected district board members at that time, and 
that some of those who had nominated each of five of 
those elected candidates had been convicted of under- 
world-related crimes. 


At that time the Independent Commission Against Cor- 
ruption received 18 separate complaints, accusing 18 can- 
didates of having ties to Triad societies, but none of the 
complaints contained sufficient evidence. Of those 18 
people, police investigations also discovered problems 
relating to six; eight of the other 12 people were elected. 


At that time the Hong Kong Government studied the issue 
of requiring all candidates to pledge, before running for 
seats, that they had no ties to Triad societies, but found out 
that such a proposal would not solve the problem at all; 
thus it gave up the idea and in the end decided to revise 
election-related laws and statues so that those who had 
been convicted of Triad crimes would be disqualified for 
running. [passage omitted] 


Citizens Surveyed on Perception of Freedom 


94CM0063A Hong Kong MING PAO in Chinese 
13 Oct 93 p A3 


[Report: “Over Half of Those Surveyed Expect a Decrease 
in Freedom in Hong Kong After 1997" } 


[Excerpts] According to a survey on Hong Kong people's 
views on freedom, most of those surveyed believe that 
Hong Kong is a “free society.”” However, over 30 percent 
of those surveyed believe that in the next three or four 
years freedom will decrease in Hong Kong; over half of 
those surveyed estimate that after 1997 there will be less 
freedom in Hong Kong than now. 
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Issues in society considered the most important by people in the city 
Items Proportions 
Important Not important Do not know/nard to say 

Social stability 92.3 percent 7.5 percent 0.2 percent 
Ecouomic prosperity 88.6 percent 11.2 percent 0.2 percent 
Freedom 88.4 percent 11.4 percent 0.2 percent 
Democracy 82.6 percent 17.2 percent 0.2 percent 
Rule of law 81.1 percent 18.7 percent 0.2 percent 
Human rights 79.1 percent 20.7 percent 0.2 percent 
Socral justice 76.3 percent 23.5 percent 0.2 percent 
Future of the country 70.0 percent 29.8 percent 0.2 percent 
The meaning of life 69.3 percent 30.5 percent 0.2 percent 
National dignity 67.1 percent 32.7 percent 0.2 percent 
Social Ideal 63.9 percent 35.9 percent 0.2 percent 














As many as over 70 percent of those surveyed believe that 
after 1997 Hong Kong’s media will have less freedom with 
regard to activities of reporting and making commentaries 
than now; over 10 percent of those surveyed are not clear 
about the future. In addition 45 percent of those surveyed 
believe that some of the things currently done by the 
Chinese Government are diminishing the freedoms of 
speech and of the press in Hong Kong. [passage omitted] 


According to the results of the survey, 22.7 percent of those 
surveyed believe that Hong Kong “is definitely” a free 
society; 72.1 percent of those surveyed believe that Hong 
Kong “can be considered” a free society; only less than 5 
percent of those surveyed hold contrary views. 


When asked about comparisons with the past three or four 
years, 14.1 percent of those surveyed believe that there is 
less freedom than previously; 34.2 percent believe that 
during the next three or four years there will be less 
freedom than now; meanwhile as many as 56.5 percent of 
those surveyed believe that after 1997 there will be less 
freedom than now. 


Nearly 80 percent of those surveyed believe that presently 
it 1s necessary for the people of Hong Kong to try to 
increase freedom in Hong Kong; nearly 60 percent of those 
surveyed indicate that when necessary they will participate 
in some efforts to increase the freedom enjoyed by the 
people of Hong Kong. 


Most of those surveyed gave the Hong Kong Government 
a passing or higher grade with regard to the protection 
given by the Hong Kong Government to the various rights 
and freedoms enjoyed by the people of Hong Kong such as 
those relating to the person, speech, the press, assembly, 
association, travel, migration, communication, strikes, the 
selection of occupation, academic research, and religious 
beliefs. 


Eighty percent of those surveyed feel that they can speak 
freely when discussing social, economic, political, or other 
issues relating to China, Hong Kong, Taiwan or other parts 
of the world; over 10 percent of those surveyed feel that 
they have misgivings in this respect. 


Nearly 80 percent of those surveyed believe that the Hong 
Kong media’s reports and commentaries on the situation 
in Hong Kong are truthful; but only nearly 50 percent of 
those surveyed believe that the media’s reports and com- 
mentaries on China are truthful. 


In addition, nearly 70 percent of those surveyed will 
“never” or “definitely not” openly state their real views on 
social, political, and other issues before strangers. Nearly 
80 percent of those surveyed believe that the amount of 
freedom in Hong Kong is “about right”; 11.7 percent of 
those surveyed believe that there is too little. 
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